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DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  SECRETARY 

WASHINGTON,  D.C.  20250 

The  President  February  1979 

The  White  House 
Washington,  DC  20500 

Dear  Mr.  President: 

It  is  my  privilege  to  present  to  you  the  Report  of  the  Secretary  of  Agriculture  1978,  which 
outlines  the  services  provided  and  the  programs  administered  by  the  United  States  Department 
of  Agriculture  during  the  year.  In  addition,  it  summarizes  the  condition  of  agriculture  in  the 
United  States  and  in  the  world  during  the  year. 

I  am  pleased  to  report  that  1978  was  a  good  year  for  American  farmers.  At  the  same  time,  it  was  a 
good  year  for  those  millions  of  Americans  and  others  who  depend  upon  our  farmers  for  a  reliable 
supply  of  food  and  fiber. 

After  years  of  instability,  American  agriculture  last  year  could  best  be  described  as  "stable — at  a 
higher  level."  We  expect  1979  to  improve  on  that. 

Respectfully, 


BOB  BERGLAND 

Secretary 
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A  STABLE,  REWARDING  AGRICULTURE 


Order,  stability,  and  well-being  returned  to  American  agriculture  in  1978. 
Propelled  by  implementation  of  the  Food  and  Agriculture  Act  of  1977  and 
additional  significant  legislation  the  following  are  highhghts  of  the  year: 

•  Net  farm  income  increased  to  $28.1  billion,  up  from  $20.1  billion  in  1977. 

•  Farmers  improved  their  financial  conditions. 

•  American  exports  of  agricultural  products  reached  a  record  high,  nearly  14 
percent  above  exports  the  previous  year. 

•  Prices  received  by  farmers  were  nearly  23  percent  higher  than  in  1977. 

•  Farm  credit  more  than  doubled  the  previous  year's  credit. 

•  The  food  stamp  program  became  more  etfective. 

•  Special  attention  was  focused  on  the  nutritional  needs  of  26  million  school 
children. 

•  Agriculture  was  guaranteed  a  priority  on  energy  supplies. 

•  USDA  streamlined  its  operations  to  better  serve  the  American  people. 

Along  with  these  milestones,  it  is  significant  to  observe  that  the  American 
farmer  did  not  lose  any  of  his  hard-won  rights  to  personal  decisionmaking.  In 
fact,  he  gained  in  that  regard.  America's  farmers  have  more  than  a  billion 
bushels  of  wheat  and  feed  grain  stored  on  their  farms— enough  to  meet  the 
export  needs  of  this  year  and  next. 

Besides  preserving  an  extra  measure  of  independence  for  American  farmers, 
this  farmer-owned  reserve  has  done  two  other  important  things :  first,  it 
has  established  our  farmers  as  reliable  suppliers  to  the  world;  and  second, 
it  has,  without  doubt,  increased  the  price  for  their  crops. 

Undoubtedly,  in  1978  agriculture  celebrated  a  year  of  real  progress  away 
froni  years  of  crisis  and  uncertainty. 


The  price  of  wheat  cHmbed  by  a  third.  Corn  prices  did  not  collapse  in  the  face  of 
a  nearly  7-billion-bushel  harvest  ...  in  fact  they  rose  a  little. 

The  average  price  of  cattle  increased  by  more  than  half,  the  price  of  hogs  by 
more  than  a  fourth. 

American  agriculture  last  year  became  more  stable — and  more  rewarding. 
We  knew  it  was  possible  and  now  we  have  seen  the  proof.  We  expect 
1979  to  be  even  better. 

Due  to  processing  time,  data  in  this  report  often  are  based  on  estimates  made  just  before  year's  end. 


FARMING  AND  FORESTRY 


An  Overview 


Large  Grain 
Carryovers 


Production 
Records  For 
Key  Crops 


Stocks  of  wheat  on  June  1  totaled  1.17  billion  bushels,  nearly 
3 1/2  times  the  low  amount  carried  over  into  1974.  Carryovers  of 
feed  grains  (corn,  sorghum,  oats,  and  barley)  totaled  about  40 
million  tons,  IVi  times  the  low  in  1975. 


Widespread  Iri  most  areas  of  the  United  States,  crop  yields  were  better  in 

Improvement  1978  than  in  1977.  Many  areas  started  the  season  with  ample  to 

In  Crop  Yields  excessive  soil  moisture.  Much  planting  was  late  east  of  the 

Rockies.  But  then  rainfall  and  temperatures  generally  favored 

rapid  development  of  crops. 


Output  of  corn,  total  feed  grains,  rice,  and  soybeans  hit  all-time 
highs.  Wheat  production  was  restrained  by  farmers'  participa- 
tion in  the  USDA  acreage  set-aside  program.  Cotton 
production  was  held  down  by  unfavorable  weather. 


Some  Meat 
Production 
Lower 


Commodity 
Prices 
Stronger 
Than  Expected 


Sharp  Pickup 
In  Farm  Income 


Smaller  output  of  beef,  veal,  and  lamb  was  offset  by  larger 
output  of  pork  and  poultry. 

Production  of  beef  in  1978  totaled  about  24  billion  pounds, 
about  4  percent  less  than  that  of  the  previous  year.  Output  of 
beef  has  been  declining  because  unfavorable  returns  in  recent 
years  caused  many  farmers  to  reduce  or  eliminate  their  herds. 

Pork  output  was  about  the  same  as  the  13  billion  pounds 
produced  the  previous  year.  Broiler  output  was  near  10  billion 
pounds,  up  6  percent  from  1977.  Eggs,  at  about  5/2  billion 
dozen,  were  up  2  percent.  Milk  output  was  expected  to  total  122 
bilUon  pounds,  down  1  percent  from  output  in  1977. 

The  record  large  supplies  of  feed  grains  and  soybeans  did  not 
depress  harvest  prices  as  anticipated.  Exports  increased 
rapidly  during  the  summer  and  fall,  and  heavy  participation  in 
the  farmer-owned  reserve  held  crop  prices  during  the  fall 
quarter  4  percent  higher  than  prices  a  year  earlier.  Livestock 
prices  in  November  were  up  almost  50  percent  above  prices  at 
the  same  time  in  1977. 

Gross  farm  income  in  1 978  is  estimated  at  $  1 23 .9  billion,  up  $  1 4 
bilUon  from  the  1977  level.  Production  expenses  reached  $95.8 
billion,   leaving  farmers   with   a   net   farm   income  (before 


inventory  adjustment)  of  $28.1  billion.  Most  of  the  $8-billion- 
dollar  increase  in  net  income  over  1977  reflects  higher  livestock 
receipts.  These  rose  $10  billion.  Crop  receipts  were  up 
modestly,  as  larger  receipts  for  soybeans,  tobacco,  fruits  and 
vegetables  offset  declines  for  major  grains  and  cotton. 

Direct  Government  payments  to  farmers  totaled  between  $2.5 
and  $3  billion,  up  from  $1.8  billion  in  1977. 


Record 
Farm  Exports 


Fiscal  1978  farm  exports  (October  1977-September  1978) 
reached  $27.3  billion,  an  all-time  high.  Strong  gains  in 
shipments  of  wheat,  soybeans,  feed  grains,  and  oilseed  products 
led  the  17-percent  increase  in  volume  over  that  of  the  previous 
year.  Agricultural  imports  totaled  $13.9  billion;  the  trade 
surplus  widened  to  $13.4  billion. 
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Food  Prices 
Up  A  Tenth 


Inflation 

Hits 

Farmers 


Consumer  food  expenditures  were  up  about  1 1  percent  in  1978, 
although  the  quantity  of  food  purchased  was  near  1977  levels. 
Practically  all  of  the  gain  in  expenditures  was  due  to  a  10- 
percent  increase  in  average  retail  food  prices. 

Per  capita  consumption  of  food  products  was  close  to  1977 
levels.  A  small  increase  in  crop  product  consumption  was 
partially  offset  by  a  slight  decline  in  animal  product 
consumption. 

Total  farm  production  expenses  nearly  doubled  in  the  6  years 
leading  to  1978,  going  from  $52.3  billion  to  nearly  $96  billion, 
an  annual  increase  of  about  13  percent.  If  1978  farm  expenses 
had  been  1  percent  less,  net  farm  income  would  have  been 
nearly  $1  billion  higher. 


Food  Prices 

Food  Prices  The  food  price  index  for  1978  was  up  about  10  percent  from  the 

Up  From  1977  average  price  index  in  1977. 


Weather 
Hurt 


Chain 
Reaction 


The  Rains 
Came 


Major  contributors  to  the  larger  than  anticipated  increases 
were  prices  for  red  meat  and  fresh  vegetables.  In  both  cases, 
weather  was  at  least  the  indirect,  if  not  the  direct,  cause.  Severe 
cold  weather,  for  the  second  consecutive  year,  in  the  primary 
hog-producing  States  adversely  affected  the  availability  of 
pork.  Early  indications  were  for  hog  farrowings  to  be  13  percent 
higher  from  December  through  February  than  in  the  same 
period  a  year  earlier.  When  the  pig  numbers  became  available, 
however,  farrowings  were  actually  down  1  percent.  Weather- 
induced  disease,  breeding,  and  other  problems  resulted  in  an 
increase  in  1978  pork  production  of  only  1  percent  more  than  in 
production  in  1977.  A  10-percent  increase  was  originally 
forecast. 

The  weather-induced  problems  touched  off  a  chain  reaction  in 
meat  prices.  Without  the  increased  pork  production,  which  had 
been  expected  to  dampen  beef  price  increases,  prices  of  both 
beef  and  poultry  increased  much  more  rapidly  than  expected. 

Following  a  prolonged  drought,  the  rains  came  to  California. 
Planting  and  harvest  schedules  for  some  vegetables,  notably 
lettuce,  were  disrupted.  Lettuce  prices,  usually  in  the  $2.50  to 


$5.00-per-crate  range,  rose  to  as  much  as  $18.00  (a  300-percent 
increase).  In  addition,  the  cold  weather  early  in  the  year  affected 
the  availability  of  some  fruits,  causing  their  prices  to  rise 
unexpectedly. 

In  the  aggregate,  the  approximate  15-percent  increase  in  all 
farm  commodity  prices  in  1978  contributed  about  40  percent 
of  the  increase  in  the  year's  food  prices. 


Marketing 

Costs 

Important 


The  costs  for  marketing  food — for  transforming  raw  commod- 
ities  and  for  transportation  from  the  farm  to  the 
supermarket — are  becoming  increasingly  important.  In  1978, 
increased  costs  for  domestically  produced  farm  foods  were 
responsible  for  about  half  of  the  higher  food  costs. 


Energy 

Costs 

Important 


Farmers' 
Position 
Improved 


The  largest  single  component  of  the  marketing  bill  is  labor, 
accounting  for  47  percent.  (The  fact  that  labor  costs  exceeded 
farm  value  for  the  first  time  in  1977  was  widely  publicized).  By 
yearend,  labor  costs  for  1978  increased  10  percent  over  the 
1977  level. 

Food  prices  are  also  significantly  influenced  by  energy-related 
input  costs.  Packaging  and  transportation  costs,  which  ac- 
count for  about  21  percent  of  total  marketing  charges,  certain- 
ly reflect  energy  prices.  Packaging  costs  in  1978  increased 
about  6  percent,  while  transportation  costs  were  about  10 
percent  higher  than  in  1977. 

Farm  Finance 

Farmers'  cash  flow  in  1978  was  significantly  better  than  it  was 
in  1977. 

Overall,  farm  prices  in  the  fall  of  1978  were  20  percent  higher 
than  in  the  fall  of  1977.  After  4  years  of  losses,  cattle  prices 
increased  50  percent,  and  hog  prices  were  24  percent  higher. 

Net  farm  income  reached  more  than  $28  billion.  When  this  is 
added  to  expected  off'-farm  income  of  a  record  $34  billion, 
farmers'  income  from  all  sources  was  between  $59.5  and  $62.5 
billion  in  1978,  a  new  record. 


Farm  debts  totaled  $136  billion  by  the  end  of  the  year.  While 
this  is  a  17-biUion-dollar  increase  over  1977's  level,  when  debts 
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are  compared  to  farm  assets,  the  ratio  is  only  1  percent  higher 
than  it  was  10  years  ago,  and  it  is  still  less  than  half  that  of  a 
small  urban  businessman. 


Credit  Law 
Raises  FmHA 
Loan  Limits 


The  Farm  Credit  Act  of  1978  raised  Farmers  Home  Adminis- 
tration's loan  limits,  broadened  the  rules  of  eligibility  for 
FmHA  credit,  and  improved  the  agency's  ability  to  stimulate 
private  lending  through  loan  guarantees.  FmHA  also  adminis- 
ters the  new  Economic  Emergency  Loan  Program  to  help 
farmers  out  of  a  credit  squeeze  brought  on  by  economic 
distress  such  as  high  costs  and  low  returns. 


Farm  Loans 
Climb 


FmHA  currently  holds  about  6  percent  of  all  outstanding  U.S. 
agricultural  debt.  Over  the  years  its  farm  ownership  loans  have 
been  responsible  for  one  U.S.  farm  in  11—260,000  farms  in 
all — being  operated  by  owners. 

The  1978  investment  made  by  FmHA  in  farm  loans  totaled 
$4,979  billion  in  1978,  compared  with  $3,151  billion  in  1977— 
an  increase  of  58  percent.  The  number  of  loans  increased  from 
112,569  in  1977  to  155,326  in  1978. 


System 
Improved 


The  sharp  escalation  in  the  level  of  farm  loans  in  1978  was 
caused,  in  part,  by  unprecedented  demand  for  emergency  loans. 
Nearly  75,000  emergency  loans  totaling  close  to  $2.9  billion 
were  made,  setting  an  alltime  annual  record.  Farmers  and 
ranchers — often  woefully  short  on  unencumbered  chattel  and 
working  capital  following  the  1977  drought,  and  hard  hit  by 
price  and  cost-related  problems — came  to  FmHA  for  assist- 
ance in  record  numbers  in  1978.  Farm  operating  and  farm 
ownership  loans  made  by  the  agency  in  1978  also  set  new  annual 
records,  reaching  $860  million  and  $690  million  respectively. 

The  Farm  Credit  Act  of  1978  has  enabled  us  to  speed  up 
FmHA's  response  to  natural  disaster.  We  abolished  a  system 
that  called  for  county  governments  and  State  Governors  to 
recommend,  and  the  Secretary  to  approve,  most  designations 
of  counties  as  eligible  for  disaster  credit.  Loans  can  now  be 
authorized  by  the  Farmers  Home  State  director  as  soon  as  need 
is  confirmed. 


We  moved  to  revamp  our  FmHA  field  oflice  structure,  looking 
both  to  immediate  and  long-range  goals.  County  oflfices  are 
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near  the  point  of  being  relieved  of  responsibility  for  all  loans 
except  those  to  individuals  in  farm  and  housing  programs.  A 
sub-State  district  office  is  being  created  to  handle  community 
and  organization  loans  and  grants. 

Products  of  Farms,  Forests,  and  Ranches 


Wheat 

Production 

Down 


Heavy  participation  in  the  set-aside  program  coupled  with 
extremely  wet  planting  conditions  in  Soft  Winter  wheat  areas  in 
the  fall  of  1977  reduced  1978  wheat  production  to  1.78  billion 
bushels.  This  is  12  percent  below  the  1977  crop  and  the  smallest 
crop  since  1973.  With  a  June  1,  1978,  holdover  of  1.17  biUion 
bushels,  the  U.S.  wheat  supply  for  1978/79  totaled  2.96  biUion 
bushels,  or  6  percent  less  than  the  1977/78  supply. 


Feed  Grain 
Production, 
Prices  Up 


Wheat  prices  have  continued  the  recovery  from  the  extremely 
low  levels  of  the  summer  of  1977.  Major  forces  which  have 
shaped  this  trend  are:  (a)  the  acreage-reducing  1978  set-aside 
program,  (b)  weather-related  problems  in  the  Soft  Red  Winter 
wheat  areas,  (c)  large  entries  into  the  farmer-owned  reserve,  and 
(d)  a  heavy  rate  of  export  since  late  1977. 

Prices  received  by  farmers  for  all  wheat  averaged  $2.30  per 
bushel  in  October  1977,  compared  to  $3.04  in  October  1978. 
For  the  period  June-October,  the  simple  average  was  $2.13  in 
1977  and  $2.89  in  1978.  USDA  forecasts  an  average  price  of 
between  $2.80  and  $3.00  per  bushel  for  the  entire  1978/79 
marketing  year. 

Fall  farm  prices  for  feed  grains  were  above  those  of  the  previous 
fall  in  spite  of  record  production  and  supplies  for  the  1978/79 
marketing  year.  Prices  ran  about  a  fifth  above  the  depressed 
levels  of  1977.  The  strong  export  and  feed  demand  and  heavy 
placement  of  grain  in  the  reserve  program  are  the  primary 
reasons  for  this  price  strength.  Corn  prices  for  the  year  averaged 
from  $1.95  to  $2.15  per  bushel,  slightly  above  the  1977/ 78  level. 

Feed  grain  production  for  1978  hit  a  record  209  million  metric 
tons,  nearly  8  million  metric  tons  (4  percent)  over  production  in 
1977.  With  the  larger  carryover,  feed  grain  supplies  will  likely 
total  a  record  250  million  metric  tons,  up  nearly  8  percent  over 
the  1977  level. 
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Harvested  acreage  was  nearly  5  million  acres  less  than  that  in 
1977  as  a  result  of  the  1978  feed  grain  set-aside  and  diversion 
programs.  However,  nearly  ideal  growing  weather  resulted  in 
yields  over  8  percent  greater  than  yields  in  1977,  with  a  record 
corn  yield  accounting  for  virtually  all  of  the  increase. 

The  corn  yield  for  1978  was  a  record  101  bushels  per  acre — 10 
bushels  above  1977, 4  bushels  above  the  previous  record,  and  12 
bushels  above  the  previous  3-year  average.  The  record  yield  is 
the  main  reason  for  the  record  production,  since  corn  harvested 
acreage  was  down  about  two  million  acres  less  than  the  1977 
acreage  as  a  result  of  the  1978  set-aside  and  diversion  programs. 

Corn  production  for  1978  was  a  record  6.8  billion  bushels,  450 
million  bushels  (7  percent)  above  the  1977  level.  Sorghum 
production  dropped  to  700  million  bushels,  down  nearly  12 
percent  from  production  in  1977. 


Livestock 

Events 

Dramatic 


Some  dramatic  events  occurred  in  the  livestock  and  meat 
industries  in  1978.  Beef  production  declined  about  as  expected, 
but  pork  production  did  not  increase  nearly  as  much  as  had 
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been  forecast.  Both  live  weight  and  retail  meat  prices  rose 
sharply.  On  the  strength  of  the  higher  prices  for  red  meats, 
broiler  prices  rose  and  production  expanded  rapidly.  A 
stronger  consumer  demand  for  meat  than  observed  the 
previous  year  supported  these  higher  prices. 


Red  Meat 

Production 

Down 


Total  red  meat  production  decHned  about  3  percent,  or  1.1 
billion  pounds  from  the  1977  level  of  38.7  biUion  pounds.  Much 
of  the  decline  in  red  meat  production  was  offset  by  larger 
supplies  of  poultry.  But  combined  red  meat  and  poultry 
production  was  still  only  about  400  miUion  pounds,  or  1  percent 
less  than  that  in  1977.  Compared  with  1977,  meat  production 
has  consisted  of  considerably  more  fed  beef  and  poultry,  a  little 
more  pork,  and  much  less  nonfed  beef,  veal,  lamb,  and  mutton. 


The  total  number  of  cattle  and  calves  on  U.S.  farms  has  been 
declining  sharply  from  the  record-high  132  million  head  of 
1975.  The  inventory  number  continued  to  decUne  in  1978, 
probably  totaling  around  1 1 1  million  head  on  January  1,  1979. 
This  would  be  a  16-percent  drop  from  the  peak  in  1975  and  the 
sharpest  decline  on  record. 

Pork  production  rose  less  than  1  percent  above  the  1977  level. 


Cattle 
Prices 
Up 


The  price  of  choice  yearling  feeder  steers  at  Kansas  City 
averaged  in  the  upper  $50's  in  1978,  about  45  percent  higher 
than  the  prices  in  1977.  Choice  900  to  1,000-pound  fed  steers  at 
Omaha  averaged  about  $52  per  hundred  pounds  (cwt),  up 
almost  30  percent  from  the  1977  average  of  $40.38. 


Hog 

Prices 
Up 

Lamb 

Production 

Down 

Broiler 

Production 

Increased 


Slaughter  hog  prices  stayed  in  the  upper-$40's  most  of  the  year. 
Barrows  and  gilts  at  seven  markets  averaged  from  $48  to  $49 
per  hundredweight  in  1978,  compared  to  $41.07  in  1977. 

Lamb  and  mutton  production  declined  again  in  1978  to  about 
12  percent  below  the  1977  level. 

Broiler  production  increased  sharply  to  about  7  percent  above 
the  1977  level.  Higher  prices  for  red  meats  helped  hold  broiler 
prices  up  about  a  percent  higher  than  those  in  1977. 


Egg  production  rose  about  2  percent. 
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Per  Capita 

Consumption 

Down 


Vegetable 
Prices  Up 
Sharply 


Processing 
Vegetable 
Crop 
Lower 


Per  capita  consumption  of  red  meats  (carcass  weight)  and 
poultry  totaled  about  243  pounds  in  1978,  down  about  4 
pounds  from  that  consumed  in  1977.  Per  capita  beef 
consumption  was  down  almost  6  pounds,  while  pork  consump- 
tion remained  at  about  the  same  level  as  in  1977.  Combined 
with  decHnes  in  veal,  lamb,  and  mutton  consumption,  total  per 
capita  red  meat  consumption  in  1978  totaled  about  1 86  pounds, 
down  almost  7  pounds  from  the  1977  total.  On  the  other  hand, 
per  capita  consumption  of  poultry  was  up  almost  3  pounds. 

Supported  by  strong  consumer  demand,  retail  meat  prices  rose 
sharply  during  1978.  The  Bureau  of  Labor  Statistics  (BLS)  beef 
and  veal  price  index  (1967=100)  averaged  about  200  for  the 
year,  up  about  23  percent  from  the  1977  average.  The  BLS  pork 
price  index  also  rose  and  will  average  about  12  percent  above 
the  1977  level.  For  all  red  meats,  a  year-to-year  increase  of 
about  18  percent  in  retail  prices  was  recorded  during  1978. 

Fresh  market  vegetable  average  prices  to  growers  were  sharply 
higher  because  of  the  disrupted  supply  patterns  of  lettuce, 
celery,  and  a  few  other  California  vegetables.  Total  supplies 
were  not  greatly  different  from  the  year  before,  but  crop  values 
were  sharply  higher.  In  fact,  10  percent  more  spring  lettuce  was 
worth  three  times  as  much  as  it  was  in  1977.  This  reflects,  in  part 
at  least,  a  more  rigid  demand  pattern  emerging  from  fast  food 
operators'  dependence  on  lettuce  from  single  production  areas 
to  supply  an  increasing  number  of  "salad  bars."  The  California 
1978  spring  crop  was  worth  $260  million,  against  the  more 
typical  $80  million  for  the  spring  crop  of  1977.  For  the  entire 
year,  crop  values  for  all  fresh  vegetables  combined  far  exceeded 
the  previous  record. 

Raw  tonnage  of  7  major  processing  vegetable  crops  fell  to  10.6 
million  tons,  8  percent  below  the  previous  year's  tonnage. 
Growers  and  processors  planned  a  substantial  cut  in  tomato 
acreage,  and  changes  for  other  crops  were  relatively  small. 


Potato 

Crop 

Large 


The  fall  potato  crop  was  record  large  again,  1.5  percent  higher 
than  the  previous  record  of  1976.  The  acreage  harvested  was  1 
percent  larger  than  that  harvested  in  1977,  and  the  average  yield 
across  the  country  was  272  hundredweight  per  acre.  Contract 
prices  for  processing  which  cover  a  significant  portion  of  the 
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crop  in  the  Pacific  Northwest,  were  roughly  a  dime  per  hundred 
pounds  higher  than  they  were  in  the  previous  season.  This 
partly  offset  the  force  of  heavy  supply.  The  high  rate  of  inflation 
of  1978  was  also  a  factor  in  keeping  the  average  price  of 
potatoes  higher. 


Fruit 

Prices 

Higher 


The  1978/79  season  was  another  banner  year  for  producers  of 
fruits  and  tree  nuts.  This  season's  fruit  and  tree  nut  prices  were 
moderately  to  substantially  above  last  year's  levels.  Smaller 
supplies  of  most  citrus  and  noncitrus  fruits  and  strong  demand 
in  both  fresh  and  processing  markets  are  responsible. 


The  index  of  prices  received  reached  a  record  high  274 
(1967=100)  in  September,  57  percent  above  the  September  1977 
index.  The  index  fell  37  points  (13  percent)  in  October  as  large 
supplies  of  fruit  came  on  the  market.  However,  the  index  was 
still  8  percent  higher  than  it  was  in  October  1977. 


Late  Freeze 

Hits 

California 


Citrus  production  in  California  was  threatened  by  freezing 
weather  early  in  December  and  the  shipment  of  navel  oranges 
was  expected  to  drop  to  20,000  cars  for  the  season,  compared 
with  an  estimated  shipment  of  30,300  cars  when  the  season 
opened.  Navel  orange  prices  were  expected  to  jump  to  more 
than  $10  per  carton — about  $4  above  prices  just  before  the 
freeze. 


Noncitrus 

Production 

Drops 


In  Florida,  the  orange  forecast  called  for  167  million  boxes, 
800,000  less  than  was  forecast  the  previous  year.  Before  the 
California  freeze,  U.S.  orange  production  was  expected  to  be  2 
percent  below  the  previous  year's  level. 

Overall  citrus  production  for  the  1978/79  season  was  estimated 
at  13.8  million  tons,  down  3  percent  from  the  1977/78  utilized 
crop  and  10  percent  below  the  1976/  77  record.  All  crops,  except 
tangerines,  were  expected  to  be  smaller  than  they  were  during 
the  past  season. 

The  1978  noncitrus  crop  totaled  11.3  milUon  tons,  slightly 
below  both  1977  and  1976  totals.  Shipping  point  prices  for  most 
fresh  noncitrus  fruit  were  generally  moderately  to  substantially 
above  prices  the  previous  year. 


The  1978  contract  prices  negotiated  for  most  noncitrus  fruit  for 
processing  were  above  the  previous  year's  levels.  Prices  received 
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by  growers  for  fresh  and  processed  fruit  will  average  above 
year-earlier  levels  through  the  winter. 

The  apple  crop  was  close  to  7.38  bilUon  pounds.  This  was  11 
percent  above  the  previous  season's  total,  and  14  percent  higher 
than  the  freeze-damaged  1976  crop.  Prices  received  by  growers 
remained  near  levels  of  1977. 


Nut 

Production 

Down 


The  1978/79  crop  of  the  four  major  edible  tree  nuts — almonds, 
filberts,  pecans,  and  walnuts — is  estimated  at  447,950  tons  (in 
shell  basis),  down  more  than  a  fifth  from  last  season's  crop. 
Sharply  smaller  crops  of  almonds  and  walnuts,  and  a 
substantially  smaller  crop  of  pecans,  are  responsible. 


Consumption 

Edges 

Upward 

Milk 

Production 

Lower 


Per  capita  consumption  of  fresh  fruit  edged  up  to  84.3  pounds 
per  person  in  1978,  due  mostly  to  the  larger  apple  crop  in  1978. 
It  was  84.1  pounds  in  1977. 

Milk  production  totaled  about  122  bilHon  pounds  for  the 
year — down  about  1  percent  from  production  in  1977.  Sharp 
increases  in  the  preceding  2  years  apparently  represented  an 
overreaction  to  improved  profitability,  resulting  in  a  slight 
downward  readjustment  in  1978. 


Prices 
Rise 


Demand 
Higher 


Output  per  cow  held  fairly  close  to  year-earlier  levels. 

The  combination  of  lower  milk  output,  sharp  gains  in 
commercial  use,  and  low  commercial  stocks  brought  prices  up 
rapidly  in  the  summer.  Farmers  received  an  average  of  $11.20 
per  100  pounds  of  milk  in  October,  up  more  than  a  tenth  from 
that  of  both  the  preceding  year  and  the  June  seasonal  low. 
Manufacturing  grade  milk  prices  (adjusted  for  fat  test)  in 
October  were  about  20  cents  above  the  new  support  price.  The 
1978  farm  milk  prices  averaged  about  8  percent  higher  than 
1977  prices.  These  higher  prices  pushed  cash  receipts  from 
dairying  past  $12/2  billion,  up  about  7  percent  from  1977 
receipts  despite  slightly  smaller  marketings. 

Higher  consumer  incomes  and  rising  prices  for  other  foods 
helped  boost  demand  for  dairy  products.  Combined  with  retail 
dairy  prices  only  moderately  above  those  of  the  previous  year, 
this  strong  demand  resulted  in  total  commercial  use  of  more 
than  3  percent  during  January-September.  Butter  sales  about 
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USDA 

Purchases 

Drop 


Sugar 
Production 


matched  the  fairly  good  levels  of  2  years  earlier  and  exceeded 
1977's  level  by  about  a  tenth.  Cheese  sales  were  about  8  percent 
larger  than  sales  in  1977  during  the  first  9  months  of  the  year.  Ice 
cream  use  was  slightly  greater  than  that  of  last  year. 

Per  capita  civilian  consumption  of  milkfat  in  1978  increased 
almost  2  percent  and  was  greater  than  it  had  been  in  6  years. 

USDA  dairy  purchases  under  the  price-support  program 
dropped  dramatically  as  market  conditions  tightened.  About 
12  miUion  pounds  of  butter  were  sold  back  to  the  industry 
during  August  and  September.  Through  October,  Commodity 
Credit  Corporation  (CCC)  net  removals  totaled  122  million 
pounds  of  butter  and  about  49  million  pounds  of  cheese,  for  a 
milk  equivalent  total  of  2.9  billion  pounds,  down  a  half  from  the 
previous  year's  total.  Proportionately  more  nonfat  dry  milk 
than  butter  was  purchased,  but  the  277  million  pounds  were  a 
third  less  than  in  the  same  period  of  1977. 

Production  of  cane  and  beet  sugar  in  1978/79  reached  about  6 
million  short  tons,  (raw  value),  up  about  200,000  tons  from  the 
1977  level,  but  800,000  tons  under  the  record  1976  crop.  On  a 
calendar  year  basis,  1978  production  totaled  5.9  million  tons, 
down  from  6.1  million  tons  in  1977. 


Sugar 
Prices 


It  has  been  difficult  to  follow  closely  movements  in  U.S.  raw 
sugar  prices  since  suspension  of  the  reporting  of  world  and 
domestic  spot  prices  on  November  3,  1977,  by  the  New  York 
Coffee  and  Sugar  Exchange  in  reaction  to  a  suit  filed  by  the 
Justice  Department.  During  the  first  half  of  October  the 
"derived  U.S.  raw  sugar  price"  (New  York)  averaged  15.20 
cents  per  pound,  up  significantly  from  the  year's  low  of  12.63 
cents  per  pound  recorded  in  July.  The  average  for  the  first  9 
months  of  the  year  was  13.87  cents  per  pound,  up  significant- 
ly— due  largely  to  a  higher  duty  and  a  new  fixed  import  fee — 
from  the  1977  calendar  year  average  of  11  cents  per  pound. 


Corn  Sweeteners  Total  domestic  shipments  of  corn  sweeteners  for  food  use 

approached  3.65  million  short  tons  (dry  basis — DB),  up  from 
about  3.4  million  tons  in  1977.  Corn  sweetener  prices  increased 
significantly  around  midyear.  The  September  high  fructose 
corn  sirup  price  of  $  1 1 .97  per  hundredweight  (DB  Decatur,  111.) 
was  up  3.3  percent  from  $11.27  per  hundred  pounds  in  June. 
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Honey 

Production 
Soars 


Honey  production  in  1978  reached  about  250  million  pounds, 
up  42  percent  from  production  in  1977.  The  average  yield  of 
74.6  pounds  per  colony  of  commercial  producers  was  up  about 
42  percent  from  last  year,  and  there  was  also  a  slight  increase  in 
commercial  producer  colony  numbers. 


Cotton 

Production 

Down 

Sharply 


Cotton 

Prices 

Rise 


An  estimated  10.9  million  bales  for  the  1 978  cotton  crop  was  3  V2 
million  bales  below  the  1977  yield.  The  smaller  crop  reflects 
adverse  growing  conditions,  especially  in  the  Texas  High  Plains 
and  in  California.  The  national  average  yield  per  acre  was  425 
pounds,  the  smallest  since  1957,  and  55  pounds  below  the 
average  of  the  previous  5  crops. 

In  1978  raw  cotton  prices  rose,  primarily  as  a  result  of 
deterioration  in  production  prospects  in  the  United  States,  the 
USSR,  and  the  People's  Republic  of  China.  Spot  market  prices 
rose  by  about  16  cents  a  pound  from  the  first  of  the  year  to 
about  66  cents  a  pound  in  early  November. 


On  the  demand  side,  U.S.  cotton  export  prospects  are  a  bit 
brighter  than  a  year  ago,  while  mill  use  prospects  are  definitely 
gloomier. 


Softwood 

Production 

Levels 


Responding  to  a  leveling  off"  in  the  housing  market  and  a  rise  in 
imports,  softwood  lumber  production  totaled  about  31  billion 
board  feet,  slightly  under  the  3 1 .2  billion  board  feet  produced  in 
1977.  By  September,  the  producer  price  index  for  all  softwood 
lumber  was  355.6  ( 1967=  100),  a  fifth  above  the  average  for  1977. 


Hardwood 
Production 
Increases 

Plywood 
Production 

Increases 


Production  of  hardwood  lumber  totaled  6.9  biUion  board  feet, 
5  percent  above  production  in  1977.  By  September,  prices  were 
also  about  a  fifth  above  1977's  average. 

Production  of  softwood  plywood  reached  18.7  billion  square 
feet,  up  slightly  from  the  1977  total.  Production  of  hardwood 
plywood  was  up  7  percent  over  the  1977  total  at  1.5  billion 
square  feet.  Particleboard  production,  at  4.3  billion  square  feet, 
was  7  percent  above  the  1977  total. 

Pulpwood  production  reached  82.5  million  cords,  3  percent 
above  that  of  1977  and  slightly  above  the  previous  record  high 
reached  in  1974. 
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Total 

Production 

Higher 

Tobacco 

Production 

Rises 


Grain  Reserve 
Program 
Attracts  Many 


Altogether,  U.S.  production  of  industrial  roundwood  products 
rose  to  about  11. 5  billion  cubic  feet,  about  1  percent  above  the 
amount  produced  in  1977. 

Total  tobacco  production  was  up  11  percent  in  1978.  Flue- 
cured  tobacco  prices  averaged  14  percent  above  the  1977's 
record  level.  Burley  prices  were  also  expected  to  set  a  record. 

Consumption  of  cigarettes  per  person  18  years  and  older 
declined  slightly  to  about  200  packs  in  1978. 

Agricultural  Stabilization 

The  farmer-held  Grain  Reserve  Program — created  by  the  Food 
and  Agriculture  Act  of  1977— takes  grains  off  the  market  for  up 
to  3  years  or  until  market  prices  reach  stated  levels. 

By  the  end  of  1978,  the  reserve  held  over  1  billion  bushels, 
including  in  excess  of  a  half-billion  bushels  of  corn  and  more 
than  400  million  bushels  of  wheat.  Rice  was  made  eligible  for 
entry  into  the  reserve  late  in  1978. 
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Storage  payments  to  reserve  program  participants  were  raised 
to  25  cents  per  bushel  annually  for  wheat,  corn,  barley  and 
sorghum,  and  19  cents  per  bushel  for  oats.  Rice  storage 
payments  were  set  at  85  cents  per  hundred  pounds.  Producers 
were  authorized  to  place  the  1977  crop  of  barley,  corn,  oats, 
sorghum,  and  wheat  in  the  reserve  before  the  government  loans 
on  those  crops  matured.  The  1978  crop  of  corn  was  authorized 
for  early  entry  into  the  reserve  effective  October  5.  The 
authorization  for  early  entry  of  the  1978  corn  crop  was  removed 
November  30  when  the  feed  grain  reserve  goal  was  achieved. 


By  holding  the  bilUon-plus  bushels  of  grain  off  the  market,  the 
farmer-held  reserve,  along  with  the  Set-Aside  Program,  helped 
strengthen  grain  market  prices.  Even  with  the  large  supply  of 
corn,  prices  for  the  1978  corn  crop  averaged  nearly  10  cents 
above  1977  prices.  And  the  1978  prices  for  the  wheat  crop 
averaged  about  60  cents  per  bushel  higher  than  prices  for  the 
1977  crop. 


Grain  Storage 

Facilities 

Counted 


A  survey  conducted  by  Agricultural  Stabilization  and  Conser- 
vation county  offices  showed  that  16.94  bilUon  bushels  of 
storage  capacity  for  grain  exists  in  the  United  States,  including 
9.95  bilUon  on  farms  and  6.99  billion  off-farm  commercial.  On- 
farm  storage  space  could  handle  8,133,376,000  bushels  of 
shelled  corn,  other  grains,  and  oilseed;  1,082,542,000  bushels  of 
ear  corn  and  730,957  bushels  of  high-moisture  grain. 


Facility  During  1978,  under  the  Farm  Storage  Facility  Loan  Program, 

Loan  Program  82,676   loans  totaling  $721.8   milUon  were  made   to   build 

Expanded  structures  with  storage  capacity  of  821  million  bushels  (the 

capacity  figures  do  not  include  space  in  structures  for  storing 
high-moisture  forage  and  silage).  New  features  of  the  program 
in  1978  included  the  availability  of  CCC  loans  to  help  farmers 
build  high-moisture  forage  and  silage  structures  and  to  remodel 
existing  structures.  These  new  types  of  loans  are  of  particular 
benefit  to  dairymen  and  livestock  producers  who  need  storage 
for  grass  and  grain  silage,  and  to  grain  producers  with  storage 
faciUties  that  need  modification  and  remodeling  to  increase 
capacity  and  efficiency. 

There  was  a  tremendous  increase  in  program  activity  during 
1978.  The  previous  loan  record  was  for  1977  when  $412.3 
million  in  loans  was  disbursed. 
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Set-Aside 
Programs 
Active 


Under  the  1978  set-aside  programs,  farmers  certified  they  set 
aside  or  diverted  for  payment  8.6  million  acres  of  cropland 
under  the  Feed  Grain  Program,  9.8  million  under  the  Wheat 
Program,  and  0.55  million  under  the  Upland  Cotton  Program. 


Deficiency 
Payments 
Mailed 


Producers  were  mailed  over  $700  million  in  deficiency  payment 
checks  under  the  1978  Wheat  and  Feed  Grain  Programs.  The 
payments,  which  were  the  difference  between  the  target  price 
and  the  higher  of  the  loan  rate  or  the  five-month  average  market 
price  received  by  farmers  during  the  first  5  months  of  the 
marketing  year,  were  $620  million  to  wheat  producers  and  $85 
million  to  barley  producers.  Any  deficiency  payments  to  corn 
and  sorghum  producers  under  the  1978  Feed  Grain  Program 
will  be  computed  and  made  beginning  in  April,  1979.  In  April  of 
1978,  deficiency  payment  checks  totaling  $229. 1  million  went  to 
producers  under  the  1977  Feed  Grain  Program.  Sorghum 
producers  were  paid  $137.8  million  and  barley  farmers  $91.3 
milUon. 


Target  prices  (per  bushel)  for  1978  were:  corn  $2.10;  sorghum 
$2.28;  barley  $2.25. 


Farmers 
Receive 
Diversion 
Payments 


Disaster 

Payments 

Disbursed 


Emergency 
Feed  Payments 
Help 


About  $500  million  was  paid  to  feed  grain  producers  for 
diverting  2.8  million  acres  of  cropland  under  the  voluntary 
diversion  provision  of  the  1978  Feed  Grain  Program,  and  $35 
million  was  paid  to  cotton  producers  for  diverting  0.55  million 
acres  under  this  provision  of  the  1978  Upland  Cotton  Program. 
Under  the  1978  Wheat  Program,  approximately  $20  million 
was  paid  under  the  special  haying  and  grazing  provision. 

To  alleviate  losses  caused  by  drought,  flood,  and  other 
disasters,  approximately  $300  million  was  paid  to  farmers 
under  the  Disaster  Payment  Program.  The  money  was 
disbursed  about  equally  to  wheat  and  feed  grain  producers. 

More  than  $157  milUon  was  provided  during  1978  under  the 
Emergency  Feed  Program  to  help  U.S.  livestock  producers  buy 
up  to  9  billion  pounds  of  feed — 161  million  bushels,  corn 
equivalent.  This  assistance  was  provided  to  help  in  the 
preservation  and  maintenance  of  livestock  in  areas  of  the 
United  States  that  had  suffered  from  natural  disasters. 
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Milk 
Support 
Price 
Increased 


The  support  price  for  manufacturing  milk  was  increased  to 
$9.64  per  hundredweight  for  the  new  marketing  year  beginning 
October  1.  This  was  for  milk  with  a  milkfat  content  of  3.5 
percent  and  was  80  percent  of  parity. 


Loaning 

Authority 

Increased 


The  loaning  authority  of  the  Commodity  Credit  Corporation 
was  increased  from  $14.5  bilUon  to  $20.0  bilUon  effective 
October  1,  1978.  Borrowings  outstanding  increased  50  percent 
over  those  of  the  previous  year  and  at  the  end  of  1978  were  $  12.9 
billion,  compared  to  $8.5  bilUon  on  December  31,  1977. 


With  large  quantities  of  wheat  and  feed  grain  going  into  the 
farmer-held  reserve,  along  with  a  strong  export  market,  only 
modest  quantities  of  these  grains  were  acquired  by  CCC.  There 
were  only  50  million  bushels  of  wheat  and  under  100  million 
bushels  of  corn  in  the  CCC  uncommitted  inventory  by  the  end 
of  1978. 

Committeemen  Beginning    in    1978,    community    and    county    Agricultural 

Get  More  Stabilization  and  Conservation  (ASC)  farmer-elected  commit- 

Responsibility  tees  were  asked  to  advise  State  committees  both  as  to  needed 

farm  programs  and  how  to  make  present  programs  work  better. 

Crop  Insurance 


New 

Legislation 

Proposed 


The  Carter  Administration  forwarded  to  Congress  a  proposal 
to  expand  the  Federal  Crop  Insurance  Program  on  a 
nationwide  basis  to  all  farmers,  covering  all  farm  products.  The 
aim  is  to  replace  a  number  of  existing  farm  disaster  programs 
with  a  single  insurance  program  providing  significantly  more 
benefits  to  farmers  at  relatively  the  same  Federal  cost. 


Protection 
Level 
Continues 
High 


Preliminary  statistics  show  the  Federal  Crop  Insurance 
Corporation  (FCIC)  program  continues  to  serve  insured 
growers.  For  the  1978  crop  year  there  were  315,221  endorse- 
ments in  force  insuring  21,300,221  acres  of  cropland  for 
$1,995,783,689  in  protection.  Farmers  paid  premiums  totaling 
$93,504,301  for  the  protection. 


Loss  Payments  After  2  consecutive  severe  loss  years,  weather  conditions  have 

Return  returned  to  more  normal  patterns.  A  record-breaking  payout  in 

To  Normal  1977  of  $154  miUion  to  insured  farmers  for  destroyed  or 

damaged  crops  was  followed  in  1978  with  $51  million.  This  is  a 
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loss  ratio  of  0.55,  or  55  cents  paid  in  losses  for  every  $: 
premium  collected. 


of 


Conservation 


Public 
Meetings 
Held  Under 
RCA 


Under  the  Soil  and  Water  Resources  Conservation  Act  of  1977 
(RCA),  the  USDA  conducted  over  8,700  State-  and  local-level 
public  meetings  attended  by  more  than  160,000  to  obtain  public 
participation  in  a  national  appraisal  of  the  Nation's  soil,  water, 
and  related  resources. 


Reserve  Funds  As  part  of  the  1978  Agricultural  Conservation  Program  (ACP), 

Used  For  special  reserve  funds  were  made  available  for  two  demonstra- 

Conservation  tion  projects.  In  one,  $1.5  million  was  earmarked  for  water 

quality  pilot  projects  in  seven  States  to  help  control  pollution  of 
streams  from  sediment  and  chemical  runoff  from  agricultural 
lands.  In  addition,  10  special  rural  development  and  conserva- 
tion projects  have  been  funded  at  $1.3  miUion  to  help  small 
farmers  with  less  than  $20,000  gross  income  solve  conservation 
and  water  quality  problems. 

RAMP  Set  Up  The  Rural  Abandoned  Mine  Program  (RAMP),  established  by 

the  Surface  Mining  Control  and  Reclamation  Act  of  1977, 
became  effective  October  1 .  Under  RAMP,  cost-share  funds  are 
made  available  beginning  in  1979  to  participating  landusers  for 
the  reclamation  of  non-Federal,  abandoned,  rural  coal-mined 
land.  An  estimated  1.1  million  acres  in  29  States  is  eligible  for 
reclamation. 


Rural  Clean 
Water 
Rules 
Published 


The  final  rules  and  regulations  for  the  Rural  Clean  Water 
Program  (RCWP),  prepared  by  the  Soil  Conservation  Service 
(SCS)  with  the  Environmental  Protection  Agency,  have  been 
published,  as  has  the  final  environmental  impact  statement  for 
the  program. 


Government, 
Tennessee 
Attack 
Erosion 


The  Clean  Water  Act  of  1977  authorized  the  RCWP  to  cost 
share  with  farmers  and  ranchers  in  establishing  and  maintain- 
ing best  management  practices  to  reduce  agricultural-related 
pollution  of  streams  and  lakes. 

Federal  and  Tennessee  officials  agreed  in  1978  on  a  general  plan 
to  combat  severe  soil  erosion  in  21  counties  in  western 
Tennessee.  Annual  soil  losses  from  erosion  by  water  in  the  areas 
amount  to  30  to  40  tons  per  acre  of  cropland — four  times  the 
national  average. 
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Conservation 
Planning 
Policy 
Adopted 

Emergency 
Assistance 
Provided 


Farm  Raising 
Held 


On  October  1  SCS  initiated  a  significant  change  in  the  national 
policy  on  conservation  planning  assistance  for  landusers, 
stressing  flexibility  in  meeting  the  most  immediate  planning 
needs  of  landusers  unless  they  request  long-range  planning. 

Under  Section  216  of  the  Flood  Control  Act  of  1950,  nearly  $42 
million  was  obligated  for  emergency  streambank  stabilization, 
debris  removal,  and  revegetation  to  protect  life  and  property 
after  storms  and  floods  caused  damage  in  30  States. 

About  500  volunteers,  200  machines,  and  several  thousand 
onlookers  joined  forces  August  19  for  Project  Clearwater,  a 
one-day  farm  demonstration  in  Frederick  County,  Md.,  that 
showed  how  to  prevent  erosion  and  water  pollution  from 
agricultural  sources.  Thirteen  conservation  measures  were 
applied  and  essentially  five  years'  work  was  done  in  a  day.  Each 
project  was  linked  to  the  ultimate  goal  of  clean  water  through 
soil  conservation. 


Channel  Work 

Guidelines 

Developed 


Control  of 
Snow  Survey 
Moved  West 


SCS  and  the  Fish  and  Wildlife  Service  agreed  to  new  guidelines 
for  channel  modification  in  small  watershed  projects.  The 
agreement  will  help  reduce  the  impact  of  storm  watershed 
projects  on  fish  and  wildlife.  Channel  modification  in  projects 
will  generally  emerge  only  as  a  last  resort. 

Snow  survey  operations  control  was  moved  from  Washington, 
D.C.,  to  SCS's  West  Technical  Service  Center  in  Portland, 
Oregon.  By  monitoring  the  heavy  showpack  fingering  on  the 
mountains  in  the  West  last  winter  and  spring,  SCS  was  able  to 
foresee  the  reversal  of  the  severe  drought  of  the  past  2  years. 
Farmers,  ranchers,  and  others  in  the  West  were  able  to  adjust 
their  plans  and  activities  to  take  advantage  of  the  adequate  to 
abundant  water  supplies  during  the  summer  months.  Snowmelt 
is  the  source  of  more  than  70  percent  of  the  water  in  the  West. 


Resource 

Information 

Shared 


The  Soil  Conservation  Service,  Forest  Service,  Bureau  of  Land 
Management,  Fish  and  Wildlife  Service,  and  Geological 
Survey  agreed  to  standardize  their  systems  for  collecting  and 
maintaining  natural  resource  data.  Standardizing  will  simplify 
the  exchange  of  information  among  the  agencies  and  lessen 
duplication. 
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Land-Use 
Assistance 
Sharpened 


In  October,  SCS  began  a  review  of  agency  actions  and 
programs  to  make  any  changes  necessary  to  minimize  program 
impacts  that  might  reduce  the  amount  of  agricultural  land. 
SCS-assisted  land-use  decisions  in  the  future  will  continue  to 
reflect  the  needs  of  local  residents,  but  will  not  encourage  the 
irreversible  conversion  of  important  agricultural  land  to  other 
uses. 


Conservation 

Plants 

Released 


Seventeen  new  conservation  wildflowers,  grasses,  legumes, 
shrubs,  and  trees  were  released  during  1978.  The  plants  should 
be  used  widely  in  critical-area  stabilization,  surface-mine 
reclamation,  control  of  wind  erosion,  and  prevention  of 
nonpoint  source  water  pollution. 


Water  Quality 

Report 

Completed 


The  Great  Lakes  Pollution  from  Land  Use  Activities  Reference 
Group  presented  its  final  report  to  the  International  Joint 
Commission  in  the  summer  in  Canada.  Norman  A.  Berg,  SCS 
associate  administrator  was  the  U.S.  chairman.  The  report  was 
the  result  of  almost  6  years  of  work.  The  findings  and 
recommendations  were  based  on  the  most  up-to-date  and 
comprehensive  assessment  of  the  relationships  between  land 
use  and  water  quality. 


Erosion  At 

Unacceptable 

Level 


Pacific 

Islands 

Soil, 

Vegetation 

Surveyed 


In  a  study  of  erosion  and  sedimentation  published  in  January 
1978,  SCS  reported  that  soil  is  being  washed  away  on  the 
Nation's  cropland  at  an  average  rate  of  9  tons  per  acre  per 
year — nearly  twice  the  tolerable  rate. 

In  the  fall,  SCS  began  a  soil  and  vegetation  survey  of  17  Pacific 
islands.  The  Forest  Service  will  assist  with  the  vegetation  phase 
of  the  survey.  The  survey  of  the  225,000-acre  area  is  being 
financed  by  the  U.S.  Trust  Territory  of  the  Pacific  islands.  The 
SCS  State  oflftce  in  Hawaii  will  supervise  the  3-year 
survey. 


Marketing 


Farmer-to-  Consumer 
Marketing  Outlets 
Reach  13,000 


There  were  over  13,000  farmer-to-consumex  direct  marketing 
outlets  in  the  United  States  when  last  counted.  Farmers  view 
these  as  alternative  markets  that  can  increase  their  income. 
Consumers  see  them  as  a  means  of  getting  fresher,  higher 
quality  foods  at  less  cost. 
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Consumers  also  see  social  and  cultural  benefits  from  direct 
contacts  with  farmers  and  visits  to  farms  and  the  countryside. 

Nearly  60  percent  of  U.S.  households  purchased  food  in  1977 
from  at  least  one  of  the  five  types  of  direct  markets  studied,  it 
was  reported  in  1978.  Few  persons  experienced  problems  with 
direct  market  buying.  Among  those  who  did,  travel  inconven- 
ience was  the  leading  complaint. 

The  market  that  increased  most  in  popularity  between  1977  and 
1978  is  the  farm  orchard  offering  pick-your-own  produce. 

Direct  Marketing  Puerto  Rico  and  23  States  received  a  total  of  about  $2  miUion  in 

Grants  Continue  1977  and  1978  under  the  Farmer-to-Consumer  Direct  Market- 

ing Act.  Although  the  program  ended  in  1978,  States  are  still 
using  funds  to  encourage  direct  marketing  of  farm  products  to 
consumers.  The  program  is  administered  jointly  by  the 
Agricultural  Marketing  Service  (AMS)  and  the  Extension  staff 
of  the  Science  and  Education  Administration. 


States  Helped  In 
Innovative  Projects 


Other  States  Receive 
Grants  For 
Marketing 


Burley  Grade 
Standards  Changed 


In  1978,  Indiana,  New  York,  and  South  Carolina  received 
grants  totaUng  over  $100,000  for  innovative  marketing 
projects.  Indiana  will  use  funds  to  evaluate  reporting  of  retail 
food  prices.  New  York  and  South  Carolina  will  use  funds  to  test 
whether  it  is  feasible  to  report  prices  for  products  that  farmers 
use,  such  as  fertilizer,  feed,  and  seed. 

Georgia,  Virginia,  and  Ohio  received  over  $500,000  under  the 
Federal-State  Marketing  Improvement  Program  for  the  first 
electronic  marketing  projects  funded  by  AMS.  Funds  will  be 
used  to  speed  up  the  marketing  process  for  eggs,  slaughter  hogs, 
and  cows.  Georgia  will  work  with  the  Egg  Clearinghouse,  Inc., 
to  develop  a  system  for  moving  eggs  from  sellers  to  buyers  more 
eflftciently. 

As  a  marketing  experiment,  burley  tobacco  grade  standards 
were  changed  to  make  grading  and  price  support  available  for  a 
limited  amount  of  1978-79  burley  that  will  be  sold  in  untied 
bales.  Before,  burley  tobacco  sold  like  this  was  classified  "no 
grade"  and  was  not  eligible  for  price  support.  Grade  standards 
will  apply  only  on  five  specified  sales  dates  during  the  season. 
Baled  tobacco  must  be  certified  for  the  experiment  by  USDA's 
Agricultural  Stabilization  and  Conservation  Service. 
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Violations  Processed 
Efficiently 


The  seed  regulatory  branch  of  the  Agricultural  Marketing 
Service  processed  more  than  twice  as  many  violation  cases  in 
1978  as  in  1977  by  using  the  Federal  Claims  Collection  Act 
(FCCA).  FCCA  allows  Federal  regulatory  offices  to  process 
complaints  through  administrative  processes  rather  than 
through  Federal  courts. 


Stockyard  Rates  A  new  law  and  a  change  in  existing  USDA  policy  brought 

Deregulated  about  deregulation  of  fees  charged  by  stockyards  for  services. 

The  law  allows  markets  to  set  their  own  rates  rather  than 
submitting  them  to  USDA  for  approval,  as  before.  It  also 
allows  stockyards  to  base  their  changes  on  either  a  percentage 
of  the  selling  price  or  on  a  per-head  basis.  The  policy  permits 
stockyard  operators  to  change  their  rates  without  USDA's 
advance  approval,  as  previously  required.  Operators  will  still  be 
required  to  file  changes  with  USDA  10  days  before  new  rates 
take  eflfect. 


Market  News 
Changes 


Fruit  and  Vegetable  Market  News  made  a  major  change  in 
supply  reporting  when  it  stopped  measuring  shipments  and 
unloads  in  rail  carlot  equivalents  and  began  using  weight  units. 
The  following  are  among  other  changes:  A  terminal  market 
news  office  opened  in  Seattle,  Wash.;  consolidation  of 
reporting  eliminated  the  need  for  an  office  in  Florida;  existing 
offices  began  reporting  several  commodities  not  previously 
covered;  and  data  on  truck  shipments  was  compiled  on  crops 
from  more  areas.  USDA  also  reached  agreement  with  the 
University  of  Wisconsin  to  conduct  a  study  on  price  reporting 
of  contracts  on  vegetable  crops  for  processing. 


Forests,  Public  and  Private 


Wilderness 
System 


Young  Adult 
Conservation  Corps 
Active 


During  1978,  Congress  designated  18  new  wilderness  areas 
totaling  2.3  million  acres  within  the  National  Forest  System. 
Congress  also  added  336,900  acres  to  six  areas  already 
designated  as  wilderness.  Wilderness  areas  within  the  National 
Forest  System  now  encompass  15,255,1 15  acres  or  80  percent  of 
the  total  acreage  for  the  National  Wilderness  Preservation 
System. 

During  its  first  year  of  operation  the  Young-Adult  Conserva- 
tion Corps  (YACC)  employed  close  to  10,000  youths  from  42 
States,  the  District  of  Columbia,  and  Puerto  Rico  to  work  on 
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the  national  forests.  The  youths  worked  on  projects  to  control 
erosion  and  flood  damage,  improve  habitat  for  wildlife  and  fish, 
and  to  reforest,  develop,  and  maintain  national  forest  trails  and 
recreation  facilities.  Youths  between  the  ages  of  16  and  23  who 
are  otherwise  unemployed  are  enrolled  in  YACC  for  up  to  12 
months,  and  are  paid  the  minimum  wage. 


Youth  Conservation 
Corps  Busy 


In  another  area  of  human  resource  programs,  USDA  and  the 
Department  of  the  Interior  allocated  more  than  $17.7  million 
for  Youth  Conservation  Corps  (YCC)  employment  programs 
in  all  50  states,  the  District  of  Columbia,  Puerto  Rico,  the 
Virgin  Islands,  Guam,  American  Samoa,  Trust  Territory  of  the 
Pacific  Islands  and  the  northern  Marianas  Islands.  The  grants, 
made  in  the  summer  of  1978,  are  part  of  the  $71  million 
appropriated  for  operation  of  Federal  and  State  YCC  camps. 
About  47,800  youths  were. employed  nationwide  for  8-week 
periods  in  1,500  YCC  camps. 


Private  Forests  Aided 


Of  these,  approximately  14,900  youths  were  employed  in  789 
State  YCC  camps  using  the  funds  granted  to  the  States.  More 
than  14,000  youths  were  employed  by  the  Forest  Service  to 
work  on  national  forest  lands. 

Three  laws  passed  by  Congress  in  1978  increase  the  amount  of 
assistance  available  to  improve  the  management  of  the  Nation's 
private  nonindustrial  forest  lands.  These  lands  comprise  almost 
60  percent  of  the  Nation's  commercial  timberland  and  are 
usually  small  tracts  of  land  averaging  70  acres. 

— The  Cooperative  Forestry  Assistance  Act  of  1978  provides 
technical  assistance  to  forest  landowners',  urban  forestry 
assistance;  protection  of  forest  resources  from  fires,  insects,  and 
disease;  and  payments  for  a  portion  of  the  cost  of  tree  planting 
and  related  forest  management. 

— The  Renewable  Resources  Research  act  clarifies  Federal 
forestry  research  responsibilities  and  responds  to  current  and 
future  research  needs. 

— The  Renewable  Resources  Extension  Act  authorizes  an 
education  program  directed  to  private  forest  landowners,  wood 
processors  and  users  of  all  renewable  resources. 
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Virus  To  Control  The  Forest  Service  awarded  a  contract  to  produce  a  natural 

Tussock  Moth  virus  pesticide  to  control  the  Douglas-fir  tussock  moth.  The  last 

serious  outbreak  of  tussock  moth,  from  1971  to  1974,  damaged 
800,000  acres  of  northwestern  forests.  The  development  of  the 
virus  was  a  cooperative  effort  between  the  Forest  Service  and 
several  western  universities  and  State  agencies.  The  nucleo- 
polyhedrosus  virus  occurs  naturally  in  tussock  moth  popula- 
tions and  often  causes  a  population  collapse.  The  virus  attacks 
only  tussock  moths;  it  will  not  harm  other  forest  life. 


Roadless  Areas 
Reviewed.  Evaluated 


On  June  15,  the  Forest  Service  issued  a  draft  environmental 
statement  containing  alternative  approaches  for  allocating  the 
use  of  approximately  2,500  roadless  and  undeveloped  areas  in 
the  National  Forest  System.  The  public  was  asked  to  comment 
on  how  these  62  million  acres  of  roadless  areas  should  be  used. 
The  Forest  Service  received  comments  from  360,000  people 
which  were  to  be  used  to  help  develop  recommendations  on 
which  areas  should  be  designated  (1)  wilderness,  (2)  nonwilder- 
ness  or  (3)  or  would  require  further  planning.  This  was  the 
largest  response  the  agency  ever  received  on  an  environmental 
statement. 
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Regulations 
Proposed 


The  Forest  Service  issued  proposed  regulations  to  guide  land 
and  resource  management  planning  in  the  National  Forest 
System.  These  rules  require  integrated  planning  for  all  uses  of 
national  forest  lands  and  grasslands.  Plans  include  uses  for 
timber,  range,  fish  and  wildlife,  water,  wilderness,  and 
recreation  resources.  They  also  deal  with  resource  protection 
activities,  fire  management,  and  the  use  of  resources  such  as 
minerals.  The  law  provides  for  the  establishment  and  revision 
of  national,  regional,  and  local  resource  goals.  The  goals  are 
based  on  the  future  supply  and  demand  of  renewable  resources 
from  public  and  private  lands. 


Two  National 
Monuments  Named 


Alaska's  Misty  Fiords  and  Admiralty  Island,  two  of  the  17 
national  monuments  created  by  the  President  in  December,  are 
managed  by  USDA.  Misty  Fiords  provides  homes  for  such 
wildlife  as  bald  eagles,  black  and  brown  bears,  moose,  wolves, 
mountain  goats,  falcons,  and  all  five  species  of  Pacific  salmon. 
Admiralty  Island  is  the  largest  unspoiled  coastal  ecosystem  in 
North  America. 


Millionth  Acre  Now 
Improved 


The  millionth  acre  improved  under  USDA's  Forestry  Incen- 
tives Program  was  recorded  in  1978.  Under  the  program,  the 
Government  shares  with  private  landowners  the  cost  of 
woodland  planting  and  improvement.  The  miUionth  improved 
acre  is  on  the  Jack  Knight  farm  in  Webster  County,  Miss. 


Transportation 

Transportation  In   December,   transportation  activities   of  the  Department 

Activities  were  consolidated  into  a  new  Office  of  Transportation.  To  pro- 

Consolidated  vide  better  service  to  farmers  and  reduce  duplication  of  eff'orts, 

the  new  office  will  serve  as  a  focal  point  for  all  USDA 
transportation  matters,  including  the  development  of  policy  on 
agricultural  and  rural  development  transportation,  and  the 
review,  coordination,  and  evaluation  of  USDA  transportation 
programs.  The  new  office  also  will  represent  USDA  in 
discussions  of  transportation  matters  with  other  Government 
agencies  and  various  groups. 


Transportation 
Problems  Abound 


Transportation  shortages  plagued  the  agricultural  community 
over  the  year.  For  the  first  lOmonthsof  1978,  railcar  supply  fell 
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drastically  short  of  demand.  Because  of  the  near-crisis  car 
shortage,  grain  shippers  lost  sales,  late  delivery  penalties  were 
incurred,  deferred  sales  resulted  in  added  carrying  charges,  and 
higher  cost  trucking  was  used  to  move  grains  stranded  by  car 
shortages.  The  Association  of  American  Railroads  reports  that 
in  January  1978,  the  average  daily  shortage  of  covered  hopper 
cars  was  approximately  9,000  cars.  The  shortage  gradually 
intensified  to  a  record  high  of  over  35,000  daily  shortages  for  the 
month  of  April,  and  fell  to  15,000  for  July  and  7,000  for 
September. 

Beginning  in  October,  shortages  gradually  escalated  with  the 
onset  of  the  soybean  and  corn  harvest.  Except  for  isolated 
instances,  there  have  been  no  rail  grain  car  surpluses  since  the 
fall  of  1977. 

Grain,  fertilizer,  and  cotton  shippers  are  faced  with  the  worst 
car  shortage  in  history.  At  its  height,  the  shortage  was  double 
that  experienced  during  the  1972-73  Russian  grain  sales. 

USDA  Increases  In  April,  we  ordered  an  all-out  effort  within  USDA  to  assist  in 

Efforts  To  Ease  easing   the    railcar   shortage.    USDA   is   working  with   the 

Shortage  Interstate  Commerce  Commission  in  analyzing  export  sales 

reports,  crop  reports,  estimated  commercial  fertilizer  demand, 
and  other  information  to  make  best  use  of  available  railcars  and 
to  determine  future  needs.  The  Department  also  established  a 
"hot  line"  desk  so  that  shippers  may  contact  the  Department 
about  specific  problems,  or  alert  it  to  serious  shortage 
situations. 


New  Law  To  Help 


The  95th  Congress  passed  and  President  Carter  signed 
legislation  with  potentially  profound  significance  to  transporta- 
tion policy.  Public  Law  95-580  establishes  a  rural  transporta- 
tion advisory  task  force  to  be  jointly  chaired  by  the  Secretaries 
of  Agriculture  and  Transportation. 


The  task  force  is  to  recommend  Nvays  to  determine  the 
transportation  needs  of  agriculture,  to  establish  a  national 
agricultural  transportation  policy,  and  to  identify  impediments 
to  a  railroad  transportation  system  adequate  for  the  needs  of 
agriculture. 
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Small  Farmers 
Identify  Key 

Problems 


Small  Farms 

Some  408  farmers  and  spouses  were  delegates  to  five  regional 
small  farm  conferences  in  the  summer  of  1978.  The  conferences 
were  sponsored  by  USDA,  Community  Services  Administra- 
tion, and  ACTION.  The  Four  Corners  Regional  Commission 
also  participated  in  the  southwest  conference. 

The  farmers  were  selected  by  an  ad  hoc  committee  in  each  State 
to  represent  the  small  farmers  from  their  communities.  The 
conferences  were  held  at  Montgomery,  Ala.;  Des  Moines, 
Iowa;  La  Grande,  Oreg.;  Albuquerque,  N.Mex.;  and  Poland 
Spring,  Maine.  Farmers  spend  most  of  a  day  and  a  half  in 
workshops  identifying  high  priority  problems.  Then  they  rated 
them  for  importance  and  recommended  the  following  key 
changes : 


Recommendations 
Offered 


Capital  and  credit:  USDA  agencies  should  simplify  paperwork 
required  for  loans  and  cost-sharing  programs,  and  make 
changes  in  loan  ceilings,  interest  rates,  and  security  require- 
ments for  small  farm  operators. 


Production:  Small  farmers  lack  production  capacity  to  absorb 
higher  production  costs  and  to  make  use  of  technological 
advances.  Cost-sharing  programs  of  USDA  need  to  be  oriented 
more  to  the  small  farm  operator. 

Marketing:  Small  farm  growers  of  perishables  cannot  get  fair 
prices.  Low-volume  farmers  do  not  have  adequate  storage 
facilities,  and  farmers  need  more  assistance  in  organizing 
marketing  cooperatives. 

Land  use:  Prime  agricultural  land  needs  to  be  protected  from 
urban  sprawl,  highways,  and  other  nonagricultural  use. 
Corporate  and  foreign  investment  in  agricultural  land  is  driving 
up  land  prices  for  small  farmers. 

Farm  family  living:  Small  farm  families  need  more  access  to 
health  insurance.  Young  farmers  need  more  educational 
opportunities. 


New  Loan  Program 
Begins 


In  November,  the  Farmers  Home  Administration  announced 
the  availability  of  loans  for  low-income  farm  families  to  build 
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their  farming  operations  and  raise  family  incomes.  The  loans 
are  an  implementation  of  the  "limited  resource"  farmer 
authority  of  the  Agricultural  Credit  Act  of  1978.  The  program 
provides  credit  at  reduced  interest  rates  to  low-income  families 
whose  farm  operations  and  resources  are  so  limited  they  cannot 
afford  the  regular  interest  rates  for  FmHA  loans. 

The  program  is  intended  as  a  helping  hand  to  young,  beginning 
farmers  and  others,  including  many  minorities  who  have  not 
had  an  opportunity  to  build  substantial  farms  and  make  an 
adequate  living. 

Cooperatives 

Assistance  was  provided  to  25  cooperatives  in  various  stages  of 
development  in  1978.  These  cooperatives  deal  with  broilers, 
feeder  pigs,  vegetables,  fruits,  crafts,  and  fish.  Six  of  the 
cooperatives  are  in  a  preliminary  planning  stage,  two  are  being 
studied  for  their  feasibility,  and  six  are  being  helped  with 
financing  through  the  Farmers  Home  Administration  and 
other  sources.  Eleven  are  in  the  implementation  stage.  A 
fieldman  was  stationed  in  California  to  help  former  migrant 
workers  develop  production-marketing  cooperatives,  mainly  to 
produce  strawberries  in  irrigated  areas. 

Animal  and  Plant  Health 


United  States  Hog 
Cholera  Free 


ASF  Hits  Western 
Hemisphere 


Horse  Venereal 
Disease  Strikes 


On  January  3 1 ,  USD  A  officially  declared  the  United  States  free 
of  hog  cholera,  the  most  destructive  and  costly  disease  of  swine 
ever  to  exist  in  this  country.  Eradication  of  hog  cholera  means  a 
saving  of  at  least  $50  million  a  year  to  swine  producers.  It 
should  also  open  up  foreign  markets  for  U.S.  pork. 

African  swine  fever  (ASF) — one  of  the  world's  most  serious 
swine  diseases — struck  the  Western  Hemisphere  twice  during 
the  summer  of  1978,  with  outbreaks  occurring  in  Brazil  and  in 
the  Dominican  Republic.  APHIS  sent  teams  of  veterinarians  to 
the  aff'ected  countries  to  provide  technical  assistance.  In 
addition,  border  defense  against  this  disease  has  been  stiff'ened 
and  surveillance  eff'orts  stepped  up. 

Contagious  Equine  Metritis  (CEM),  a -new  venereal  disease  of 
horses,  entered  the  United  States  prior  to  the  enactment  of 
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emergency  import  restrictions.  The  disease  has  been  confined  to 
the  State  of  Kentucky  and  to  the  Thoroughbred  breed  through 
quarantines  and  other  measures.  Efforts  are  underway  to  clean 
up  affected  horses. 


Medfiy  Rearing  Plant 
Erected 


Boll  Weevil 
Eradication  Trial 


Plant  Pest  and 
Disease  Surveys 
Established 


APHIS  and  the  Government  of  Mexico  erected  and  equipped  a 
facility  to  produce  a  sterile  Mediterranean  fruit  fly  in 
Tapachula,  Mexico.  Program  officials  hope  to  start  production 
in  the  40,000-square-foot  plant  early  in  1979  and  reach  target 
production  of  500  million  Medflies  a  week  in  July.  Combined 
with  bait-pesticide  applications  on  the  ground  in  southern 
Mexico  and  Guatemala,  sterile  releases  by  the  three  cooperat- 
ing countries  are  keeping  the  Medfly  from  estabUshing  itself  in 
key  production  areas  of  Mexico,  protecting  American  growers 
from  this  major  pest. 

The  first  year  of  the  3-year  trial  to  prove  the  feasibility  of 
eradicating  the  cotton  boll  weevil  was  completed  in  Virginia 
and  North  Carolina.  In  the  core  area,  weevil  populations  were 
reduced  99  percent  by  the  use  of  a  complex  integrated  approach 
to  controlling  the  85-year-old  problem.  Program  officials  mix 
the  use  of  cultural  practices  and  intensive  trapping  with  the  use 
of  pesticides.  Pesticides  are  applied  on  the  basis  of  pest 
populations  rather  than  on  a  regular  time  schedule.  Beneficial 
insects — parasites  and  predators  occurring  naturally — proved 
to  be  a  bigger  factor  in  control  than  expected,  and  pesticide 
usage  was  reduced  even  more  than  anticipated.  At  the  same 
time,  cotton  farmers  realized  the  best  harvest  ever  despite  a  late 
planting  start. 

The  Animal  Plant  Health  Inspection  Service  established  initial 
phases  of  a  network  of  specially  trained  inspectors  to  monitor 
better  new  pests  and  diseases  just  entering  the  country. 
Inspectors  trained  in  identifying  foreign  insects  on  key  crops 
conducted  surveys  at  certain  ports  of  entry.  The  locations  were 
considered  to  be  most  susceptible  to  pest  establishment  and 
spread.  Nine  plant  pathologists  have  been  stationed  in  upper 
Midwestern  States  to  search  out  and  report  new  diseases  on  key 
crops.  As  a  result,  two  new  insect  species  and  four  disease 
strains  of  potential  economic  importance  have  been  identified. 
Program  officials  intend  to  expand  the  disease  coverage  to  the 
Northeastern  States  in  1979. 
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Energy 

Gas  Policy  Law  In  the  Natural  Gas  Policy  Act  of  1978,  which  President  Carter 

Passed  signed  November  9,  Congress  recognized  the  intimate  connec- 

tion between  the  price  and  timely  availability  of  fuel  to 
agriculture,  and  the  strength  of  the  Nation's  economy.  The 
Natural  Gas  Policy  Act  provides  a  special  priority  protection 
against  curtailment  of  natural  gas  for  essential  agricultural 
uses,  as  necessary  for  full  food  and  fiber  production. 

The  Act  specifies  a  broad  set  of  essential  agricultural  uses  to  be 
protected  by  the  curtailment  priority.  The  uses  include  natural 
gas  for  agricultural  production;  natural  fiber  production; 
natural  fiber  processing;  food  processing;  food  quality 
maintenance;  irrigation  pumping;  crop  drying;  and  the 
production  of  fertilizer,  agricultural  chemicals,  and  animal 
feed. 


Agencies  Active  In 
Energy 


The  new  law  charges  the  Secretary  of  Agriculture  with  the 
responsibility  to  determine  the  specific  agricultural  uses  to  be 
covered  by  priority.  The  Secretary  must  also  certify  those  uses 
and  the  amounts  of  natural  gas  required  to  the  Secretary  of 
Energy  and  the  Federal  Energy  Regulatory  Commission  within 
120  days  of  the  signing  of  the  Act. 

The  Agricultural  Stabilization  and  Conservation  Service 
recently  instituted  a  pilot  program  of  farm  facility  loans  for 
solar  crop  drying  and  other  measures  designed  to  reduce  fuels 
required  in  drying  commodities. 


The  Farmers  Home  Administration  is  incorporating  insulation 
and  solar  energy  specifications  into  standards  for  FmHA- 
assisted  housing.  These  requirements  will  have  a  major  impact 
upon  the  energy  efficiency  of  homes  in  rural  areas. 

The  Science  and  Education  Administration  is  developing  an 
expanded  and  more  focused  research  and  extension  effort  in 
alcohol  fuels  and  other  aspects  of  the  conversion  of  agricultural 
biomass  materials  to  energy.  The  program  also  will  include  the 
selection  and  field  testing  of  crop  varieties  for  energy  produc- 
tion. 
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The  Rural  Electrification  Administration  is  carrying  out  a 
program  of  weatherization  of  rural  homes  as  an  adjunct  to  its 
rural  electrification  program.  The  agency  also  is  exploring  ways 
to  generate  electrical  power  which  would  utilize  biomass 
materials  or  other  renewal  feedstock  materials. 

Information  And  Education 

Radio  Service  An   innovation  in  the   Department's  radio  service  was  the 

Provides  News  regular  participation  by  the  Secretary  in  a  telephone  "news 

Conference  conference"  with  five  or  six  farm  news  broadcasters  on  stations 

and  regional  networks  in  different  parts  of  the  country.  Also, 
some  of  the  Secretary's  news  conferences  for  the  Washington 
media  are  now  piped  by  telephone  to  reporters  in  other  parts  of 
the  country,  with  questions  accepted  during  specified  parts  of 
the  conference. 


Rapid  Data 
Transmission 


Computers  are  now  making  it  possible  to  process  and  distribute 
crop  and  livestock  estimates  to  the  48  contiguous  States  within 
minutes  of  the  Washington.  D.C..  release  time.  User  demand 
for  the  network  system  precipitated  a  significant  expansion  in 
reports  placed  in  the  system  in  1978. 


Data  released  in  this  manner  go  to  the  States  and  into  a  network 
library  to  which  the  public  has  access.  The  data  are  quickly 
channeled  to  the  news  media,  enabling  farmers  and  farm- 
related  businesses  to  have  the  latest  information  when  making 
management  and  marketing  decisions. 


Data  Provided  Public 


Emphasis  is  still  being  placed  on  providing  data  to  the  news 
media,  giving  fast  access  to  the  data  by  all  users.  Major  reports 
processed  on  computers  can  also  be  received  directly  from  the 
network  at  release  time.  This  system  is  particularly  useful  to 
users  in  need  of  large  volumes  of  detailed  data  quickly. 


World  Weather  The  national  Weekly  Weather  and  Crop  Bulletin,  published  in 

Available  cooperation  with  the  U.S.  Department  of  Commerce,  was 

upgraded  during  1978  by  including  additional  weather  data  and 
periodic  reports  on  weather  conditions  and  crop  development 
in  foreign  countries.  Information  for  foreign  countries  is 
provided  by  the  Foreign  Agricultural  Service  and  the  World 
Food  and  Agricultural  Outlook  and  Situation  Board. 
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People  On  The  Farm 
Dramatized 


A  series  of  leaflets  and  filmstrips/  slide  sets  dramatizing  the  lives 
of  actual  farm  families  gained  a  new  member  in  1978 :  "People 
on  the  Farm:  Growing  Oranges."  A  quarter  of  a  million  copies 
of  the  leaflet  "People  on  the  Farm :  Dairying,"  first  of  four  in  the 
series,  have  been  distributed  to  date. 


Research 


Beef  Report  Analyzes 
Marketing 


AAM  Proposal 
Analyzed 


About  four-fifths  of  the  Nation's  steers  and  heifers  are  now 
marketed  directly  from  feedlots  to  slaughtering  plants  rather 
than  through  terminal  and  auction  markets,  according  to  a  staff 
report  on  beef  carcass  marketing  and  price  reporting  at  the 
wholesale  trading  level.  This  report  was  made  public  in 
December.  The  study  showed  that  carcass  beef  price  quotations 
published  by  two  of  the  market  reporting  services — the  Yellow 
Sheet  and  the  Meat  Sheet — were  based  on  less  than  2  percent  of 
the  federally  inspected  steer  and  heifer  slaughter. 

The  American  Agricultural  Movement  proposed  a  program 
that  would  set  U.S.  farm  commodity  prices  at  100  percent  of 
parity  and  would  effectively  control  markets  to  ensure  that 
these  prices  were  received.  A  1978  USD  A  analysis  of  such  a 
program  indicates  it  would:  (1)  increase  retail  food  prices  20 
percent  the  first  year  and  6  to  7  percent  per  year  thereafter,  (2) 
reduce  consumption  of  certain  foods,  with  red  meat  showing 
the  greatest  decline,  (3)  reduce  feed  use  9  percent  the  first  year 
and  increase  it  2  percent  per  year  thereafter  if  farmers  continue 
feedlot  feeding,  and  (4)  reduce  U.S.  exports  by  13.5  million 
metric  tons  the  first  year,  with  the  value  of  exports  increased  by 
$7.5  biUion.  By  1982/  83,  the  value  of  exports  would  be  almost 
$10  billion  above  the  value  in  1977/78. 


The  study  also  indicates  that:  (1)  the  equivalent  of  nearly  75 
million  acres  of  land  would  be  idled  by  1982,  (2)  realized  net 
farm  income  would  increase  by  about  $20  billion  annually 
above  current  levels,  (3)  much  of  the  increase  in  income  would 
go  to  present  landowners  because  of  changing  tenure 
arrangements,  (4)  farmland  values  would  increase  12  percent  or 
more  annually,  (5)  there  would  be  3  percent  more  farmers  by 
1982  than  there  would  be  under  current  programs,  and  (6)  the 
overall  real  growth  rate  of  the  economy  would  be  reduced  by 
one-half  of  a  percentage  point  and  unemployment  would  be 
increased  by  less  than  one-half  of  a  percentage  point  at  the  end 
of  2  years. 
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Animal  Drug  Use  An  Economics,  Statistics,  and  Cooperatives  Service  (ESCS) 

Studied  study  indicates  that  the  U.S.  economy  would  recover  quickly 

from  a  more  restrictive  policy  on  the  use  of  growth-inducing 
drugs  in  animal  feed.  Such  restrictions  would  initially  decrease 
production,  and  would  thus  increase  farmer's  costs  and 
consumer  prices.  After  5  years,  however,  production  and  prices 
for  most  affected  animal  species  would  recover. 


Land  Limitation 
Studied 


Of  nearly  11  million  acres  of  irrigable  land  included  in  the 
Bureau  of  Reclamation  projects,  only  500,000  to  1  million  acres 
are  held  in  excess  of  the  160-acre  limitation  placed  on  recipients 
of  public  irrigation  water.  About  90  percent  of  the  excess  land  is 
held  in  California,  with  Texas,  Arizona,  Nebraska,  Montana, 
and  Wyoming  accounting  for  7  percent.  If  the  limitation  rule 
were  enforced,  a  1978  ESCS  study  shows  that  an  estimated  950 
to  1,000  new  farm  operations  would  be  created  in  California: 
630  in  the  Westlands  Water  District  and  350  in  the  Imperial 
Valley.  While  these  would  be  smaller  than  current  farms,  the 
research  indicates  that  they  would  be  able  to  compete  fully  in 
the  production  of  irrigated  crops. 

Population  changes  in  these  areas  are  uncertain  due  to  potential 
offsets  in  displaced  workers  on  excess  lands.  Population 
increases  of  4,500  to  5,000  would  require  local  government 
expenditures  of  about  $3.2  million  per  year.  In  the  North  Platte 
and  Columbia  River  Basins,  most  excess  land  holdings  would 
probably  be  handled  through  ownership  transfer  within 
families  rather  than  by  sale;  only  30  to  50  new  farms  would  be 
created  in  each  of  these  regions. 


Reclamation  Costs 
Reported 


An  ESCS  study  shows  that  earth  handling  typically  accounts 
for  70  to  80  percent  of  mined  land  reclamation  costs,  which 
currently  range  between  $2,000  and  $9,000  per  acre  of  mined 
land  and  average  about  $3,500.  These  costs  range  from  about  2 
cents  to  about  34  cents  per  ton  of  coal  mined,  and  average  about 
5  cents — less  than  1  percent  of  the  price  of  coal.  Fragile 
environments,  however,  cannot  always  be  successfully  re- 
claimed at  these  costs. 


Greenbug  Resistance 
Developed 


Wheat  breeders  the  world  over  now  have  the  opportunity  to 
develop  varieties  resistant  to  the  greenbug,  thanks  to  the  efforts 
of  USDA  and  Oklahoma  State  University  scientists.  The 
scientists    succeeded    in   developing   greenbug   resistance   in 
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Winter  wheat  by  transferring  a  greenbug-resistant  gene  from  an 
Argentinian  rye  strain  to  Winter  wheat  without  including 
undesirable  rye  characteristics. 


Tomato  Virus  May 
Be  Licked 


After  60  years  of  searching,  a  permanent,  inexpensive,  and  non- 
polluting  solution  to  the  "curly  top"  virus  in  tomatoes  seems 
assured.  At  Beltsville,  Md.,  scientists  succeeded  in  transferring 
complete  "curly  top"  virus  resistance  from  wild  tomatoes  to 
hybrids  of  wild  and  cultivated  tomatoes.  This  breakthrough 
could  ehminate  large  losses  in  the  great  tomato  fields  of 
California  and  open  up  other  areas  of  the  West  to  tomato 
production. 


Apple  Storage 
Qualities  Improved 


Agricultural  experiment  station  researchers  in  Washington 
improved  the  storage  and  handling  qualities  of  Golden 
Dehcious  apples  by  infusing  them  with  calcium.  It  is  estimated 
that  calcium  infusion  could  add  $5  to  $7  million  a  year  to  the 
value  of  Washington's  Golden  Delicious  apple  crop. 


New  Process 
Developed  For 
Cheese 


Scientists  at  the  Utah  Agricultural  Experiment  Station 
developed  a  new  and  more  efficient  cheese  processing  method. 
The  new  technique  conserves  virtually  all  the  protein  and  fat 
formerly  lost  in  the  whey.  It  increases  from  10  to  11  pounds  the 
amount  of  cheese  that  can  be  produced  from  100  pounds  of 
milk. 


Cattle  Fed  Cement 
Dust 


Georgia  farmers  feeding  cement  kiln  dust  to  cattle  as  a  mineral 
supplement  noticed  significant  weight  gains.  This  prompted 
USDA  scientists  to  look  into  the  matter.  They  discovered  that 
steers  fed  cement  kiln  dust  not  only  gained  weight  faster  but 
also  ate  less  feed  and  produced  higher  grade  carcasses  than 
steers  on  a  control  diet. 


Reducing  Irrigation 
Costs 


Electricity  for  irrigation  is  an  increasing  energy  cost  to  the 
farmer.  So,  researchers  in  Nebraska,  in  cooperation  with  rural 
power  districts,  developed  a  system  that  cuts  off  irrigation 
motors  during  the  time  of  day  when  urban  electrical  power 
requirements  are  the  highest.  Farmers  in  one  power  district 
saved  $413,000  in  power  costs  by  using  this  system. 


"Hot  Boning"  Saving 
Energy 


Energy  savings  of  at  least  30  percent  are  predicted  for  a  new 
method  of  processing  beef  developed  by  scientists  at  Oklahoma 
State  University.  The  new  method,  called  "hot  boning,"  calls 
for  cutting  up  carcasses  into  retail  cuts  at  the  time  of  slaughter. 
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This  eliminates  the  need  for  chiUing  and  refrigerating  large 
"sides"  of  meat.  Energy  requirements  are  reduced  by  about 
9,400  British  thermal  units  per  animal  and  storage  space  by  70 
to  80  percent. 


Land  Data  Collected 


Data  from  60,000  landowners  have  been  collected  as  part  of  a 
national  landownership  survey.  Additional  surveys  will  add  to 
the  data  needed  for  analysis  of  landownership,  irrigation,  and 
other  aspects  of  resource  use.  U.S.  farmland  purchases  by  non- 
resident foreign  investors  have  caused  some  concern  about 
comparative  tax  treatment  of  U.S.  and  foreign  investors.  An 
analysis  found  that  U.S.  tax  provisions  give  some  foreign 
investors  an  advantage.  A  number  of  countries  have  tax  treaties 
with  the  United  States.  These  treaties  allow  foreign  investors  in 
the  60-percent  tax  bracket  for  ordinary  U.S.  income  an 
advantage  ranging  from  12  to  15  percent  for  farmland  that 
appreciates  at  a  rate  of  about  8  percent  per  year. 


Small  Farm  Profile 
Produced 


An  ESCS  profile  of  farms  with  annual  gross  sales  of  less  than 
$20,000  indicates  that  although  small  farms  represent  over  70 
percent  of  all  farms,  they  account  for  only  10  percent  of  the  food 
and  fiber  sales.  However,  small-scale  farmers  control  31  percent 
of  total  farm  assets  and,  compared  with  larger  farms,  their 
assets  are  relatively  debt  free.  A  typical  family  living  on  a  small 
farm  earns  about  $  1 5,000  per  year,  with  more  than  80  percent  of 


40 


How  Cooperatives 
Can  Survive 


its  income  derived  from  nonfarm  sources.  Approximately  20 
percent  of  the  small-farm  population  is  estimated  to  fall  below 
the  poverty  line.  Small-scale  farmers  tend  to  be  older  and  less 
educated  than  other  farmers.  Four  percent  of  the  small-farm 
population  are  minorities,  but  more  than  90  percent  of  all 
minority  farmers  fall  in  the  small-farm  category. 

Extensive  research  recently  completed  in  cooperation  with 
Purdue  University  defines  what  farmers  must  do  if  their 
cooperatives  are  to  survive.  Farmers  must:  select  a  marketing 
strategy  to  adjust  better  to  the  changing  environment;  increase 
their  financial  commitment;  improve  marketing,  not  just 
selling;  do  more  and  better  long-range  planning;  make  greater 
use  of  multicooperative  organizations;  develop  or  improve 
market  information  systems;  and  expand  product  research  and 
development. 


Energy  Research  About  20  percent  of  the  energy  used  in  agricultural  production 

Underway  is  for  drying  crops  and  heating  greenhouses  and  livestock 

buildings.  Research  managed  by  the  Science  and  Education 
Administration  (SEA)  and  supported  by  the  Department  of 
Energy  (DOE)  has  established  the  technical  feasibility  of  using 
solar  radiation  for  these  purposes.  Fifty-three  projects  in  28 
States  were  funded  in  1978  as  part  of  the  research  program  now 
in  its  fourth  year.  Additional  projects  supported  by  State 
agricultural  experiment  stations  are  underway. 

A  major  objective  of  present  research  is  to  provide  cost- 
effective  solar  systems.  Simpler  and  less  expensive  systems,  "do- 
it-yourself  construction,  and  multiple  uses  of  the  solar 
collectors  and  energy  storages  are  being  developed.  An  example 
of  multiple  use  of  solar  system  is  drying  grain  in  the  fall  and 
heating  a  building  for  Uvestock  in  winter.  Another  example  is 
using  a  solar-heated  greenhouse-type  structure  for  starting 
tobacco  plants  in  the  spring,  for  curing  tobacco  in  the  summer, 
and  for  growing  tomatoes  or  other  crops  in  the  fall  and  winter. 

In  October  the  Agricultural  Stabilization  and  Conservation 
Service  announced  a  pilot  program  on  solar  grain  drying.  Farm 
facility  loans  are  offered  in  26  counties  in  9  States.  Loan 
eligibility  is  designed  so  as  to  enhance  the  evaluation  of  the 
program. 
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An  Overview 


Agricultural 
Production  Increases 


World  agricultural  output — excluding  output  of  the  People's 
Republic  of  China  (PRC)— increased  about  2.5  percent  in  1978. 
Developed  and  developing  countries  participated  equally  in  the 
gains.  Among  the  major  developed  regions,  agricultural  output 
grew  the  most  in  the  USSR  and  Western  Europe,  largely 
because  of  bumper  grain  crops,  while  only  the  United  States 
and  Japan  recorded  declines. 


Total  world  food  production  increased  close  to  3  percent,  with 
production  in  the  developed  countries  a  little  above  that  rate, 
and  that  in  the  developing  countries  closer  to  2.5  percent.  The 
major  developing  regions  all  registered  gains,  with  the  largest  in 
West  Asia  and  Africa. 


Per  Capita  Food 
Output  Unchanged 


Nevertheless,  because  of  rapid  population  growth,  per  capita 
food  production  in  the  developing  countries  as  a  group  was 
essentially  the  same  as  it  was  in  1977.  Small  per  capita  gains  in 
West  Asia  and  South  Asia  were  offset  by  a  small  decline  in  East 
Asia,  while  per  capita  output  remained  unchanged  in  Africa 
and  Latin  America. 


Grain  Output  May 
Reach  New  Records 


Bumper  Crops  Lead 
To  Bigger  Carryovers 


With  most  of  the  harvests  already  in,  except  for  1979  Southern 
Hemisphere  crops,  world  grain  production  (wheat,  coarse 
grain,  and  milled  rice)  in  1978/79  appears  Hkely  to  reach  a 
record  1.4  biUion  tons,  6.5  percent  above  production  the 
previous  year.  Weather  conditions  have  been  unusually 
favorable  to  the  growing  of  grain,  and  no  major  world  region 
has  suffered  a  serious  production  shortfall.  Total  grain 
utilization  may  increase  about  3  percent  in  1978/79,  to  a  level 
somewhat  less  than  total  output,  while  world  trade  in  grains 
may  increase  about  1  percent  to  around  167  million  tons. 

World  carryover  stocks  of  grain  are  forecast  to  increase  at  least 
a  fifth  and  to  equal  about  16.5  percent  of  total  utiUzation, 
compared  with  nearly  14  percent  at  the  end  of  1977/78.  This  is 
well  below  the  level  in  the  1960's.  Coarse  grain  stocks  are 
expected  to  show  a  large  increase  despite  a  strong  rise  in 
utilization,  because  of  bumper  coarse  grain  crops  in  Western 
Europe,  the  USSR,  and  the  United  States. 
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U.S.  coarse  grain  stocks  will  continue  to  account  for  about  one- 
half  of  world  coarse  grain  stocks.  Carryover  wheat  stocks  could 
grow  nearly  19  percent  because  the  growth  in  world  wheat 
production  will  substantially  exceed  an  expected  2-percent 
growth  in  consumption.  A  decline  in  U.S.  wheat  stocks  may 
reduce  the  U .  S .  share  from  40  to  30  percent  of  total  world  wheat 
stocks  by  the  end  of  1978/79. 

Beef  Production  There  was  a  drop  in  beef  production  in  1978.  World  cattle 

Dropped  numbers  have  continued  to  decline  since  1975.  There  have  been 

some  signs  of  a  leveling  off  of  slaughter  rates,  and  major 
producers  may  soon  start  rebuilding  herds. 


Sugar  Stock  Buildup 
To  Be  Lower 


World  sugar  production  is  forecast  to  increase  2  percent  above 
the  1977/78  record.  Although  output  will  exceed  forecast 
consumption,  the  stock  buildup  in  1978/79  will  be  the  lowest  in 
four  seasons.  World  sugar  prices  recovered  slightly  in  1978,  but 
remain  well  below  the  11 -percent  minimum  objective  set  by  the 
International  Sugar  Agreement  that  the  United  States  has 
signed,  but  which  has  not  received  congressional  authorization 
for  ratification. 


International  coffee  prices,  after  declining  steadily  through  the 
first  half  of  1978  as  a  result  of  improved  production  prospects, 
strengthened  between  July  and  November,  but  began  to  ease 
again  in  November.  World  cocoa  production  in  1978/79  is 
expected  to  be  about  5  percent  below  output  last  season,  but  a 
slight  buildup  in  world  stocks  is  possible  partly  because  high 
prices  have  encouraged  the  use  of  substitutes.  A  2-percent 
increase  in  world  tobacco  output  was  estimated  for  1978, 
permitting  a  marginal  rise  in  stocks  at  the  beginning  of  1979. 


Cotton  Use  May 
Exceed  Production 


The  1978/79  world  cotton  crop  is  forecast  to  be  about  6  percent 
smaller  than  last  season's  crop  because  of  both  relatively  low 
prices  at  planting  time  in  the  Northern  Hemisphere  and  adverse 
weather  in  some  areas.  Total  utilization  of  cotton  may  be  up  2 
percent  and  will  likely  exceed  production,  leading  to  about  a 
2.5-to  3-million-bale  decline  in  carryover  stocks  by  the  end  of 
1978/79.  Total  trade  in  cotton  could  rise  by  1  milUon  bales  due 
to  greater  imports  by  Japan,  Taiwan,  and  the  PRC,  whose 
imports  of  U.S.  cotton  are  already  approaching  the  1977/78 
level. 
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Banner  Year  For  Fiscal  1977/78  was  a  banner  year  for  U.S.  agricultural  exports, 

Nation's  Farm  which  totaled  $27.3  billion— $13.4  billion  more  than  U.S. 

Exports  agricultural  imports.  The  eflfect  of  the  depreciation  of  the  dollar 

on  U.S.  exports  varied  depending  upon  the  commodity  and  its 
major  market.  The  bulk  of  those  countries  buying  U.S.  wheat 
actually  faced  higher  costs  in  local  currencies  because  their 
currencies  were  tied  to  the  dollar  or  depreciated  in  relation  to  it. 
The  reverse  was  true  for  countries  buying  soybeans.  Their 
currencies  were  appreciating  in  relation  to  the  dollar  until 
November. 

Global  Outlook 


Outlook  Analyses 
Coordinated 


The  World  Food  and  Agricultural  Outlook  and  Situation 
Board  (WFAOSB)  had  its  first  full  year  of  operation  in  1978.  It 
was  created  in  June  1977  to  coordinate  all  of  the  Department's 
analyses  on  the  world  and  U.S.  agricultural  situation  and 
outlook. 


A  few  years  ago  the  era  of  stable  world  food  prices  and  supplies 
gave  way  to  a  period  of  extreme  price  fluctuations  and 
widespread  food  shortages.  During  this  transition  the  United 
States  became  the  world's  largest  supplier  of  agricultural 
products.  The  U.S.  now  depends  on  foreign  markets  to  take 
one-third  to  one-half  of  its  annual  production  of  major  grains 
and  oilseeds.  USDA's  outlook  work  needed  to  be  oriented  more 
toward  foreign  supply  and  demand  conditions  that  have 
become  increasingly  important  to  U.S.  agriculture. 


Commodity 

Committee 

Leadership 


The  board  was  created  to  improve  the  accuracy,  objectivity, 
and  timeliness  of  the  Department's  economic  intelligence  on 
world  events  that  could  affect  the  U.S.  food  and  agricultural 
system.  The  board  will  speed  the  flow  of  essential  information 
to  policymakers  and  to  the  general  public. 

The  board  assumed  leadership  of  interagency  committees  on 
each  of  the  major  commodities.  These  committees  determine 
the  Department's  official  estimates  on  commodity  outlook. 
Such  estimates  include  forecasts  of  foreign  and  U.S.  agricul- 
tural production  and  trade,  and  U.S.  farm  prices,  farm  income, 
and  food  prices.  The  board  is  examining  the  committees' 
analytical  techniques  to  determine  how  the  accuracy  of  USDA 
forecasting  might  be  further  improved. 
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World  Weather  Weather  is  the  single  largest,  most  uncertain  variable  in  the 

Center  Created  formula  for  agricultural  outlook.  To  improve  our  ability  to 

anticipate  and  monitor  weather  here  and  around  the  world,  the 
board  created,  in  cooperation  with  the  National  Oceanic  and 
Atmospheric  Administration,  a  joint  agricultural  weather 
facility.  The  facility  compiles  meteorological  data  from  65 
weather  stations  around  the  world,  from  weather  satellites,  and 
from  other  sources;  and  assists  commodity  analysts  in 
interpreting  the  probable  impact  of  weather  on  crop  produc- 
tion. The  facility  also  provides  early  alterts  on  major  upcoming 
changes  in  the  weather.  The  board  heads  the  facility  and 
coordinates  its  work  with  that  of  other  Government  agencies 
and  universities. 

Coordinates  Farmer        Under   the   mandate   of  Congress,   the   board   initiated,   in 
Newletters  cooperation  with  the  Economics,  Statistics,  and  Cooperatives 

Service,  the  farmer  newletter  series.  The  newletters  provide 
producers  with  timely,  commodity-specific  information  to 
assist  them  in  planting  and  marketing  decisions.  During  1978, 
36  editions  of  the  newletter  reached  over  100,000  producers  in 
all  the  major  farming  States. 


Publications 
Reviewed 


The  board  initiated  a  comprehensive  review  of  all  the 
Department's  periodicals  that  include  situation  and  outlook 
material.  It  is  looking  for  overlaps  or  oversights  in  content  or 
audience.  It  is  also  assessing  the  clarity  of  the  information 
presented,  as  well  as  the  appropriateness  of  content  and  format 
for  the  audience  intended. 


Foreign  Trade 

Farm  Exports  Hit  U.S.  agricultural  exports  were  valued  at  a  record  $27.3  billion 

Record  in  the  year  that  ended  September  30,  a  gain  of  $3.3  billion  over 

the  previous  year's  total.  Agricultural  imports  totaled  $13.9 

billion,  resulting  in  an  agricultural  trade  surplus  of  $13.4 

billion. 


Secretary  Visits  PRC 


Secretary  Bergland  visited  the  People's  Republic  of  China  in 
November  to  discuss  trade  and  technological  and  scientific 
exchanges  with  Chinese  officials.  Understandings  were  reached 
for  the  exchange  of  scientific  teams  and  teams  on  crop 
forecasting  techniques.  U.S.  foreign  market  development 
cooperators  will  also  visit  the  PRC,  it  was  agreed.  The  Chinese 
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indicated  that  the  PRC  will  buy  substantial  quantities  of  grain 
in  the  years  ahead.  They  said  the  United  States  has  an 
opportunity  to  share  in  the  market. 


Secretary  Visits 
USSR,  East  Europe 


Negotiations 
Substantially 
Concluded 


Secretary  Bergland  spent  3  weeks  in  May  discussing  coopera- 
tion in  trade  and  agriculture  with  officials  in  the  Soviet  Union, 
Poland,  Hungary,  and  Romania.  En  route  home,  he  discussed 
agriculture  trade  matters  with  officials  in  Norway  and  the 
United  Kingdom. 

Multilateral  trade  negotiations  were  substantially  concluded  by 
mid-December  with  the  intention  of  submitting  a  complete 
package  to  the  U.S.  Congress  by  early  March  1979.  The 
package  should  include  a  number  of  benefits  for  U.S. 
agriculture :  a  substantial  reduction  of  tariffs  and  other  barriers 
to  U.S.  agricultural  exports,  and  improved  rules  under  the 
General  Agreement  on  Tariffs  and  Trade  for  several  nontariff 
barriers,  such  as  subsidies  and  countervailing  duties. 


Wheat  Agreement 
Talks  Continue 


Negotiations  for  the  new  international  wheat  agreement  will 
continue  in  1979.  The  U.S.  has  proposed  an  agreement  that 
would  help  to  stabilize  prices,  enhance  world  food  security,  and 
expand  world  trade. 
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Agricultural  Trade 
Office  Opened 


A  U.S.  agricultural  trade  office  was  opened  in  London  in  1978. 
The  office  will  provide  one-stop  service  for  U.S.  exporters  and 
foreign  buyers  of  U.S.  agricultural  products.  Included  in  the 
office  are  members  of  the  staff  of  the  agricultural  attache, 
including  an  assistant  attache,  and  the  London  staffs  of  the  U.S. 
Feed  Grains  Council,  the  U.S.  Meat  Export  Federation,  and 
the  Poultry  and  Egg  Institute  of  America.  The  enactment  of  the 
Agricultural  Trade  Act  authorizes  the  establishment  of  up  to  25 
trade  offices  in  important  markets  throughout  the  world. 


Consultations,  Research,    technology,    and    information    team    exchanges 

Exchanges  with  continued  with  the  Soviet  Union  under  terms  of  the  1973  U.S.- 

USSR  Continue  U.S.S.R.  Agreement  on  Agricultural  Cooperation.  Eight  U.S. 

teams  visited  the  Soviet  Union  and  eight  Soviet  teams  visited 
the  United  States.  During  consultation  on  the  U.S. -U.S.S.R. 
Grain  Sales  Agreement,  the  United  States  informed  the  Soviets 
they  could  purchase  up  to  15  million  tons  of  U.S.  corn  and 
wheat  for  delivery  during  October-September  1978/  79  without 
further  consultation. 

The  agreement  provides  for  Soviet  purchase  of  at  least  6  million 
tons  yearly,  and  for  consultation  with  the  United  States  prior  to 
purchase  beyond  8  million  tons. 


Bilateral  Talks 
Improve  Market 


Trade  barriers  in  a  number  of  countries  were  eased  as  a  result  of 
U.S.  representations.  U.S.  protests  helped  forestall  an  increase 
from  60  to  80  percent  in  the  European  Community  (EC)  margin 
of  preference  for  citrus  fruit  from  several  Mediterranean 
countries.  In  response  to  vigorous  U.S.  protests,  the  EC 
Commission  set  aside  a  French  proposal  which  called  on  the  EC 
to  find  ways  to  restrict  imports  of  soybeans.  Partly  as  a  result  of 
persistent  U.S.  actions,  the  Government  of  Nigeria  lifted  its  ban 
on  imports  of  meat  and  poultry,  and  limited  a  duty  increase  on 
rice.  In  response  to  U.S.  action,  an  Austrian  plan  for  a 
consumption  tax  on  oilseed  products  was  dropped.  After 
difficult  negotiations,  the  Government  of  Brazil  implemented  a 
more  liberal  tariff  rate  quota  on  fresh  apples  and  pears  effective 
November  15,  1978.  This  import  liberalization  should  permit 
the  United  States  to  recapture  some  of  the  Brazilian  import 
market  for  pears — once  our  second  largest  export  market — 
which  was  lost  in  1975  when  Brazil  imposed  stringent  import  re- 
strictions. 
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Assists,  Monitors  Reporting  through  the  Assistant  Secretary  for  International 

Export  Sales  Affairs  and  Commodity  Programs,  the  Office  of  the  General 

Sales  Manager  has  direct  control  over  the  Department's  export 
credit  and  concessional  sales  programs.  It  also  carries  out 
Federal  export  sales  reporting  requirements,  among  other 
duties. 

P.L.  480,  Title  I  Title  I  of  Public  Law  480  provides  long-term  financing  at 

Shipments  Worth  reduced  interest  rates  for  certain  U.S.  commodities.  Purpose  of 

$724.2  Million  the  financing  is  to  aid  needy,  qualifying  countries  with  their 

nutrition  and  development  problems.  Development  goals 
include  long-range  market  expansion  for  U.S.  agriculture  and 
economic  development  in  recipient  countries.  Title  I  shipments 
in  1978  amounted  to  4.5  miUion  metric  tons,  mostly  wheat  and 
rice,  valued  at  $724.2  million. 


1.6  Million  Tons 
Shipped  For  Relief 


Title  II  shipments  in  1978  provided  needed  calories  and  protein 
for  vulnerable  groups  in  less  developed  countries.  The 
shipments  amounted  to  1.6  million  metric  tons  of  grain 
equivalent.  The  commodities,  mainly  distributed  through 
recognized  U.S.  private  voluntary  groups  and  international 
relief  organizations,  were  used  to  support  lunch  and  preschool 
child  feeding  programs,  to  meet  the  nutritional  needs  of 
mothers,  and  to  combat  malnutrition  in  80  countries. 


Food  For 
Development  Gets 
Underway 


Commercial  Export 
Credit  Sets  Record 


Noncommercial  Risk 
Assurance  Tested 


The  new  Title  III  provisions  of  Public  Law  480,  enacted  in  1977, 
encourage  use  of  Public  Law  480  resources  for  agricultural  and 
rural  development.  Agreements  were  reached  with  Bolivia  and 
Bangladesh  that  proceeds  from  the  sale  of  Public  Law  480 
commodities  worth  $36.8  million  will  be  used  for  improved 
food  management  and  distribution  facilities  and  for  other 
specified  agricultural  development  activities. 

The  central  purpose  of  the  Commodity  Credit  Corporation 
(CCC)  Export  Credit  Sales  Program  is  to  develop  and  maintain 
markets  for  abundant  U.S.  commodities.  Wheat  and  feed  grain 
credits  accounted  for  $993  mihion  of  the  $1.58  billion  in  CCC 
export  credit  sales  financed  during  1978.  This  was  an  alltime 
record,  54  percent  above  the  previous  high  set  in  1973.  The  pro- 
gram financed  exports  of  18  commodities  to  25  countries. 

A  pilot  project  was  initiated  through  the  CCC  to  guarantee 
repayment  to  banks  financing  U.S.  commodity  export  sales  in 
the  event  that  a  country  fails  to  repay  because  of  unusual  non- 
commercial circumstances. 
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Grain  Inspection 


Changeover 
Complete  At  Export 
Location 


Official  Weighing 
Begins  At  Elevators 


In  1978  the  Federal  Grain  Inspection  Service  (FGIS)  completed 
the  changeover  from  private  inspection  to  Federal  inspection 
and  weighing  of  all  grain  sold  by  grade  in  foreign  commerce. 
The  changeover  was  required  by  the  U.S.  Grain  Standards  Act 
of  1976.  Nine  of  the  eligible  States  were  delegated  inspection 
and  weighing  authority  for  export  grain.  Official  weighing 
became  available  for  all  grain  moving  in  or  out  of  export 
elevators  at  port  locations. 

Except  for  truck  and  rail  shipments  to  Canada,  official  weigh- 
ing began  for  all  grain  shipped  directly  to  foreign  countries 
from  inland  elevators.  Official  weighing  and  supervision  of 
weighing  also  became  available  on  request  for  grain  sold  from 
inland  elevators  in  the  domestic  market. 


68  Agencies 
Designated  At  Inland 
Locations 


FGIS  designated  68  private  and  State  agencies  to  do  official 
inspections  at  inland  locations.  On-site  compliance  reviews 
were  conducted  at  77  agencies  to  determine  if  they  were 
qualified.  Inland  agency  designations  will  be  completed  during 
next  calendar  year. 


Conflict  Of  Interest 
Proposals  In  Review 


Interim  designations  (until  January  31,  1979)  were  granted  by 
FGIS  to  18  inland  inspection  agencies  that  were  still  attempting 
to  resolve  conflicts  of  interest.  Some  have  had  compliance 
reviews.  The  interim  designations  were  granted  to  permit  time 
to  review  proposals  made  by  the  agencies  and  to  conduct 
compliance  reviews. 


International 
Monitoring  Staff" 
Aids  Understanding 


The  FGIS  International  Monitoring  Staff"  formally  went  into 
operation  in  1978.  The  staff"  monitors  and  determines  the 
validity  of  complaints  from  foreign  buyers.  It  also  monitors 
unloading  of  grain  at  foreign  ports  to  determine  the  quaUty  and 
weight  of  selected  U.S.  export  cargoes,  analyzes  reasons  for  any 
change  in  grain  quality  or  weight  between  shipping  and  arrival, 
and  conducts  meetings  with  foreign  buyers  to  inform  them  of 
U.S.  quality  standards  and  procedures.  Trips  were  made  to  12 
countries,  including  Chile  and  the  U.S.S.R.  to  study  and 
perform  fumigation  procedures,  Cyprus  to  investigate  the 
deaths  of  animals  allegedly  caused  by  feeding  U.S.  barley,  and 
to  England  to  participate  in  the  testing  of  diverter-type  samp- 
lers. 
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Official  Testing 
Offered  For  Protein 


FGIS  began  offering  official  rapid  testing  for  protein  content 
through  the  use  of  near-infared  analyzers  in  Hard  Red  Winter 
and  Hard  Red  Spring  wheats  at  all  export  inspection  points. 
Testing  for  protein  for  other  classes  of  wheat  will  begin  May  1, 
1979. 


Testing  For  Aflatoxin 
Offered 


A  program  to  test  export  corn  for  aflatoxin  was  estabUshed  by 
FGIS  at  38  field  locations.  The  service  is  available  upon  request 
on  a  fee  basis. 


Comments  Received 
On  Rules 


Six  public  meetings  were  held  to  explain  an  advance  summary 
of  rules  designed  to  implement  changes  in  the  U.S.  Grain 
Standards  Act.  The  170  written  comments  received  are  under 
review.  FGIS  will  publish  the  regulations  as  a  formal  proposal 
when  the  review  is  complete. 
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Activities  On 
Explosion  Problems 
Extended 


Efforts  to  resolve  problems  of  grain  elevator  explosions  were 
extended  until  October  31,  1979.  Instructions  were  issued 
detailing  safety  procedures  for  FGIS  employees  in  the  event  of 
unduly  hazardous  conditions  or  bomb  threats.  An  internation- 
al symposium  on  elevator  explosions  was  sponsored  by  FGIS  in 
cooperation  with  the  National  Academy  of  Sciences. 


Inspection  Weighing 
Fees  Are  Reduced 


Regional  Offices  To 

Improve 

Management 


Federal  fees  in  the  United  States  for  inspecting  grain  in  barges, 
ships,  and  bins  were  reduced  12.5  percent.  Fees  for  official 
weighing  were  reduced  by  20  percent.  Fees  for  voluntary 
inspection  of  rice  were  reduced  by  10  percent. 

FGIS  established  five  regional  offices  to  improve  direct 
management  supervision  of  the  40  FGIS  field  offices.  Regional 
supervision  provides  more  direct  attention  to  uniform 
application  of  inspection  and  weighing  procedures,  training, 
and  other  critical  areas  than  was  possible  when  all  field 
management  supervision  was  centered  in  Washington. 


International  Cooperation,  Development 


Department  Involved 
In  Development  Aid 


Technical  Assistance 
Needed 


The  Office  of  International  Cooperation  and  Development 
(OICD)  was  established  in  1978  to  strengthen  the  Department's 
role  in  agricultural  technical  assistance  and  training  for 
developing  countries.  The  new  agency  is  drawing  upon  other 
Departmental  agencies  and  the  land-grant  universities  to 
provide  the  help.  In  addition,  it  coordinates  Departmental 
relations  with  the  international  organizations  concerned  with 
food,  agriculture,  and  development.  The  agency  will  also 
coordinate  international  scientific  exchanges  undertaken  by  the 
Department. 

The  well-being  and  productivity  of  developing  nations  are  vital 
to  America's  role  in  world  agricultural  trade.  USDA  is  a  unique 
source  of  agricultural  expertise. 

The  demand  for  technical  assistance  grew  in  1978,  surpassing 
the  level  of  work  carried  out  in  1977.  In  1978,  OICD  executed 
142  agreements  with  the  Agency  for  International  Develop- 
ment, international  organizations,  and  with  developing 
countries.  These  agreements  initiated  projects  in  51  countries^ 
involving  198  long-term  and  527  short-term  assignments.  The 
projects  involve  from  1  to  10  people  for  assignments  varying 
from  1  week  to  2  years  or  more. 
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Training  Undertaken 


USDA  helped  meet  a  growing  demand  for  training  in 
agriculture,  which  reflects  an  increase  in  professionalism 
among  agricultural  leaders  in  developing  countries.  Inquiries 
from  AID  missions  about  training  courses  held  outside  of  the 
United  States  have  increased.  Most  requested  is  training  in  the 
areas  of  administration  and  management,  agricultural  policy 
and  planning,  the  organization  of  cooperatives,  and  the 
marketing  of  food  products.  A  new  training  program  about 
irrigation  systems  has  generated  much  interest. 


In  collaboration  with  various  USDA  agencies,  OICD  designed 
and  monitored  training  programs  in  the  United  States  for  about 
1,650  participants  in  agriculture  and  related  disciplines. 


Scientific 

Cooperation 

Strengthened 


USDA  participates  in  more  than  30  bilateral  agreements  with 
developing  and  developed  countries.  To  strengthen  its 
resources  for  science  and  technology  transfer  USDA  is 
contemplating  extensive  involvement  of  university  resources. 
The  thrust  of  these  initiatives  is  reflected  in  the  recent  U.S.- 
IsraeU  agreement  to  estabUsh  a  two-nation  agricultural 
research  and  development  fund  to  underwrite  cooperative 
research  of  benefit  to  both  countries. 


Extension  of  this  bilateral  approach  to  the  People's  Republic  of 
China  is  underway. 

Research 


Opinions  On 
Temperature  Trends 
Vary 


ESCS  reports  that  24  prominent  climatologists  from  seven 
countries  were  surveyed  for  their  views  on  the  probability  of 
specific  climatic  events  in  the  future.  Opinions  varied  widely 
about  temperature  trends  to  the  end  of  this  century.  In  general, 
it  was  suggested  that  the  cUmate  would  resemble  that  of  the  past 
30  years,  with  a  possible  sUght  global  warming.  The  conclusion 
was  that  technological  changes  in  the  yields  of  wheat,  rice,  corn, 
and  soybeans  in  the  United  States  and  seven  other  major 
producing  countries  would  likely  be  much  greater  than  the 
effects  of  weather. 
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U.S.  Can  Maintain 
Cotton  Exports 


After  years  of  steady  growth  in  world  cotton  production  and 
use,  the  world  cotton  economy  has  experienced  a  slowdown  in 
the  1970's.  A  special  analysis  concluded  that  the  United  States 
will  continue  to  have  the  potential  to  produce  and  export  cotton 
at  levels  exerienced  over  the  past  few  years.  Cotton  exports 
averaging  well  over  $1  billion  annually,  have  made  a  large 
contribution  to  the  U.S.  balance  of  payments.  Eliminating 
import  tariffs  on  raw  apparel  wool  would  increase  U.S.  mill  use 
7  million  pounds,  decrease  tariff  revenues  $20  million  per  year, 
decrease  retail  prices  of  wool  products  1  to  2  percent,  and 
benefit  the  U.S.  economy  by  as  much  as  $35  milhon  annually. 


Others  Want  Our  Projections  indicated  that  the  U.S.S.R.  will  continue  to  be  a 

Grain  major  but  highly  variable  grain  importer  through  1985,  that 

Eastern  Europe  will  increase  imports  of  protein  feed,  and  the 
People's  Republic  of  China  will  increase  grain  imports,  despite 
pressures  to  increase  internal  grain  production  which  have 
brought  about  a  decline  in  soybean  production. 


m^^' 
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FOOD  AND  NUTRITION 


An  Overview 


USDA  Responds  To 
Needs 


In  1978,  the  Department,  through  its  Food  and  Nutrition 
Service  (FNS),  responded  to  the  growing  public  interest  in 
nutrition  and  to  its  concern  about  inflation.  FNS  developed 
cost-conscious  measures  to  manage  its  programs  more 
efficiently,  to  direct  aid  to  where  it  is  needed  most,  and  to 
respond  to  consumer  needs  and  preferences. 


Never  before  has  concern  about  what  we  eat  and  its  effect  on 
health  and  behavior  been  so  widespread.  This  stimulated  a 
range  of  new  efforts  to  define  nutrition  objectives,  translate 
them  into  workable  programs,  and  to  measure  the  results. 


Changes  Tested  For 
Lunches 


Sweeping  changes  to  improve  school  lunches  by  applying  the 
latest  information  on  nutrition  were  adopted  on  an  interim 
basis,  and  schools  began  to  test  the  changes. 


Under  authorization  granted  in  1977,  FNS  funded  nutrition 
education  plans  in  46  states.  The  Department  is  also  initiating  a 
pilot  multimedia  campaign  to  provide  nutrition  information  to 
children  who  are  exposed  to  hours  of  television  food  comm.er- 
cials. 

Special  emphasis  was  placed  on  the  role  of  school  lunches  as  a 
practical  means  of  reinforcing  classroom  lessons.  To  carry  this 
out,  the  Department  proposed  to  ban  the  sale  of  competitive 
foods  of  low  nutritional  content  in  schools  which  participate  in 
the  National  School  Lunch  Program.  Editorial  and  public 
comments  on  this  issue  raised  questions  which  will  be 
considered  further  in  public  meetings  scheduled  for  early  1979. 


Programs  Expanded, 
Improved 


In  November,  the  Child  Nutrition  Amendments  of  1978  were 
enacted.  The  Special  Supplemental  Food  Program  for  Women, 
Infants,  and  Children  was  expanded  and  extended,  but  the 
primary  emphasis  was  on  better  service  and  improved 
management  in  child  nutrition  programs.  The  law  made 
permanent  the  Child  Care  Food  Program  which  provides  cash 
and  food  assistance  for  meals  served  at  eligible  child  care 
facilities. 


The  law  also  provided  incentives  to  support  agency  efforts  to 
expand  the  Breakfast  Program.  Although  studies  have  shown 
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that  children  learn  more  readily  when  they  begin  their  day  well 
fed,  the  schools  have  been  slow  to  adopt  this  food  service.  With 
the  cooperation  of  public  interest  groups,  the  agency  made 
plans  to  bring  this  benefit  to  more  children,  and  particularly 
those  in  poor  areas. 


Coordination 
Emphasized 


The  Department  moved  along  several  lines  in  1978  to 
coordinate  its  nutrition  activities.  A  Joint  Council  on  Food  and 
Agricultural  Sciences  was  formed  in  April.  The  council  will 
coordinate  all  food  and  agricultural  research,  extension,  and 
teaching  activities  in  and  out  of  the  Government.  The  same 
month,  the  Department  established  its  Human  Nutrition  Policy 
Committee  to  coordinate  nutrition  programs  within  the 
Department.  A  nutrition  coordinator  was  named  in  August. 


An  administrator  of  the  Department's  Human  Nutrition 
Center  within  the  Science  and  Education  Administration  was 
also  named  in  August. 
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Special  Nutrition  Programs 

Controls  Aim  To  Additional  controls  were  applied  to  improve  the  quality  of 

Improve  Quality  meals  provided  to  children  during  summer  months.  A  special 

account  system  was  developed  to  reduce  problems  related  to 

payment   of  companies   that   supply   food   to  the  summer 

program. 

Schools  were  authorized  to  test  new  lunch  patterns  voluntarily. 
In  addition,  the  Department  undertook  a  controlled  study  in 
almost  400  schools.  Other  studies  focused  on  controlling  sugar, 
fat  and  salt  in  lunches;  meeting  food  energy  requirements; 
involving  students,  faculty,  and  parents;  and  offering  students  a 
choice  of  menu  items. 


ADP  Model 
Developed 


Distribution  Changes 
Seek  To  Meet  Needs 


Changes  Announced 
In  October 


Additional  funds  were  authorized  to  administer  and  audit  child 
nutrition  activities.  The  increased  funds  will  help  State  agencies 
improve  program  performance. 

A  model  for  automated  data  processing  to  improve  financial 
management  and  accountability  in  the  Special  Supplemental 
Food  Program  for  Women,  Infants,  and  Children,  along  with 
standard  nutrition  education  materials,  was  developed  and 
distributed.  In  addition,  funds  were  divided  among  States 
under  a  new  formula  that  favors  areas  of  greatest  need.  A  pilot 
project  to  increase  benefits  provided  to  migrant  farmworkers 
was  carried  out  and  is  now  being  evaluated. 

In  an  effort  to  respond  to  school  needs  and  preferences,  USDA 
gave  schools  an  opportunity  to  receive  foods  beyond  the 
minimum  required  by  law. 

A  study  was  undertaken  to  analyze  results  of  giving  cash 
payments  instead  of  foods  to  schools. 

Workshops  were  held  or  planned  for  each  region  to  help 
agencies  and  local  schools  buy  food  and  services  more  wisely 
and  economically. 

Food  Stamps 

New  food  stamp  regulations  which  Secretary  Bergland 
announced  on  October  10,  1978,  provide  that  beginning  on 
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January  1,  1979,  approximately  15  million  people  using  food 
stamps  would  no  longer  have  to  pay  cash  for  a  portion  of  their 
stamps. 

Elimination  of  the  purchase  requirement  simplifies  program 
administration  and  reduces  costs,  makes  it  easier  for  the  very 
poor  to  use  food  stamps,  and  permanently  ends  fraud  and  abuse 
by  agents  handling  the  cash. 


Momentous  Overhaul 
Undertaken 


The  regulations,  which  carry  out  the  Food  Stamp  Act  of  1977, 
mark  the  greatest  overhaul  in  the  program's  history.  The 
changes  lower  the  maximum  net  income  limits  to  the  Federal 
poverty  line— currently  $6,500  for  a  family  of  four— and  limit 
the  number  of  items  that  can  be  deducted  from  gross  income. 


Under  the  new  regulations,  most  eligible  students  will  be 
required  to  register  for  work.  People  found  guilty  of  fraud  can 
now  be  dropped  from  the  program  for  up  to  2  years.  States 
receive  more  money  to  investigate  and  prosecute  people 
accused  of  fraud. 


Pilot  Projects  Test 
Workfare 


Penalty  Proposed  for 
Voluntary  Quits 


Also,  in  1978,  14  pilot  projects  in  which  people  work  in 
exchange  for  their  food  stamps  were  developed.  The  projects, 
mandated  by  the  Food  Stamp  Act  of  1977,  will  run  in  both  rural 
and  urban  areas  and  will  be  administered  jointly  by  the 
Department  of  Agriculture  and  the  Department  of  Labor. 

FNS  issued  proposed  regulations,  required  by  the  new  food 
stamp  law,  to  drop  food  stamp  families  from  the  program  for  2 
months  if  the  family's  primary  wage  earner  quits  a  job  without 
good  cause. 


Food  Stamp 
Shoppers  Spend 
Wisely 


Food  Stamps  Help 
Indians 


Food  stamp  shoppers  tend  to  buy  less  costly  types  of  food  and 
stretch  their  food  dollars  further  than  other  shoppers, 
according  to  a  study  released  by  FNS  in  1978.  The  study,  based 
on  Bureau  of  Labor  Statistics'  "Consumer  Expenditure  survey 
for  1973-74,"  found  that  food  stamp  shoppers  buy  cheaper  cuts 
of  meat  and  fewer  snack  foods  than  other  shoppers. 

Indians  on  reservations  will  have  access  to  both  commodity  and 
food  stamp  programs  as  a  result  of  regulations  proposed  in 
1978.  They  will  also  be  able  to  administer  the  programs 
themselves  under  certain  circumstances. 
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Limit  Set  On  Stores 
Accepting  Stamps 


FNS  published  regulations  limiting  stores  accepting  food 
stamps  to  those  whose  food  sales  are  primarily  staple  foods. 
These  regulations  also  required  food  stores  to  give  cash  instead 
of  credit  slips  for  change  amounting  to  less  than  a  dollar. 


Nitrites  Study 
Evaluated 


Food  Safety 

The  Food  Safety  and  Quality  Service  (FSQS),  together  with  the 
Food  and  Drug  Administration,  is  considering  what  action 
may  be  required  as  the  result  of  a  study  by  the  Massachusetts 
Institute  of  Technology  indicating  that  nitrites  induce  cancer  in 
rats.  Evaluations  of  the  study  are  underway  and  the  Justice 
Department  has  been  asked  for  a  legal  opinion  on  the  matter. 
Nitrites  are  curing  agents  used  to  preserve,  color,  and  flavor 
certain  meat,  poultry,  and  fish  products.  They  also  protect 
against  botuUsm.  To  eliminate  the  presence  of  cancer  causing 
compounds  (nitrosamines),  on  June  15  FSQS  reduced  the 
amount  of  nitrite  that  may  be  used  in  curing  bacon  and  required 
the  addition  of  sodium  ascorbate  or  sodium  erythorbate.  At  the 
same  time,  FSQS  proposed  that  by  June  15,  1979,  the  amount 
of  nitrite  used  in  bacon  be  reduced  still  further.  Action  on  the 
amounts  of  nitrites  allowed  in  other  cured  meat  products  is 
pending. 


Under  an  FSQS  proposal  dated  April  28,  1978,  meat  products 
traditionally  made  with  nitrites — such  as  bacon,  ham,  frankfur- 
ters, corned  beef,  and  the  like— could  still  use  those  names  but 
be  manufactured  with  little  or  no  nitrite  provided  that  they  are 
labeled  to  highlight  that  fact  and  provide  appropriate  handUng 
instructions. 


Weight  Comments 
Weighed 


Label  Rules 
Amended 


FSQS  sought  consumer  appraisal  of  its  proposal  to  require  that 
net  weight  statements  on  meat  and  poultry  products  be  accurate 
at  the  point  of  retail,  as  well  as  at  the  point  of  manufacture,  and 
that  juices  drained  from  the  product  not  be  counted  as  part  of 
the  net  weight.  Public  comments  on  the  proposal  were  being 
evaluated  at  the  end  of  the  year. 

Federal  meat  inspection  regulations  were  amended  June  20  to 
permit  the  limited  use  of  the  label  "mechanically  processed 
(species)  product"  (previously  known  as  a  product  containing 
tissue  from  ground  bone)  in  certain  processed  meat  products. 
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provided  such  products  are  clearly  labeled.  Labels  must  also 
state  the  amount  of  powdered  bone  included.  For  example,  a 
label  might  say:  "Frankfurters— Made  with  a  mechanically 
processed  beef  product — Contains  0.6  percent  powdered 
bone." 


Residues  Targeted 


FSQS  stepped  up  eiforts  to  reduce  the  level  of  drug  residues  in 
meat  supplies.  STOP— Swab  Test  on  Premises— a  new  test  to 
detect  antibiotics  in  meat,  especially  in  cull  dairy  cows,  was 
developed  for  use  by  FSQS  meat  inspectors.  An  educational 
program  was  launched  to  help  producers  understand  the 
program  and  to  cooperate  with  it.  FSQS  also  took  part  in  a 
special  campaign  to  reduce  illegal  sulfa  residue  levels  in  pork. 
Information  materials  were  developed  to  inform  swine 
producers  and  industry  of  practical  steps  to  avoid  violations. 


"Rare"  Beef  Rules 
Changed 


Consumers  could  buy  a  safe  "rare"  roast  beef  once  again  after 
FSQS  revised  cooking  requirements  in  commercial  establish- 
ments under  Federal  inspection.  The  new  procedures  were 
developed  to  eliminate  an  outbreak  of  salmonellosis  which  had 
been  traced  to  commercially  prepared,  undercooked  beef  roast. 
Revised  Federal  meat  inspection  regulations  provide  15 
approved  cooking  time-temperature  procedures,  many  of  them 
resulting  in  a  "rare"  product. 


Consumers  Queried 
On  Labels 


Food  Bought  For 
Schools 


"Chronic  Problem 
Plants" 


At  hearings  held  at  five  locations  across  the  Nation,  consumers 
were  asked  to  state  what  information  they  want  included  in 
food  labels.  The  hearings  were  sponsored  by  FSQS  in 
cooperation  with  the  Food  and  Drug  Administration  and  the 
Federal  Trade  Commission.  Comments  received  at  the 
hearings,  and  those  submitted  in  writing,  will  aid  these  agencies 
in  setting  new  food  labeling  policy  and  requirements. 

At  a  cost  of  $361  million,  FSQS  bought  890  million  pounds  of 
food  for  school  lunch  and  other  feeding  programs  in  1978.  This 
included  590  million  pounds  of  processed  fruits  and  vegetables, 
juices,  dry  beans,  corn  sirup,  peanut  butter,  and  raisins;  160 
million  pounds  of  chicken,  turkey,  and  egg  mix;  and  140  miUion 
pounds  of  canned  beef  and  frozen  ground  beef. 

Consumers  should  know  about  meat  and  pouhry  plants  that 
operate  on  the  fringes  of  safe  and  sanitary  procedures,  FSQS 
decided  in  1978.  Names  of  such  "chronic  problem"  plants  will 
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be  published  after  they  are  given  ample  opportunity  to  improve, 
it  was  announced  in  January.  The  first  such  public  announce- 
ment was  made  in  October. 

Retail-level  Grade  FSQS  is  reevaluating  its  proposal  to  require  that  graded  meat 

Labels  Studied  carry  the  quality  grade  through  to  the  retail  level  and  that 

ungraded  meat  be  labeled  as  such.  The  agency  will  take  action 
after  receiving  results  of  a  survey  of  consumer  perceptions  of 
the  USD  A  quality  grades  and  of  meat  marked  as  ungraded.  In 
addition,  FSQS  is  proposing  regulation  changes  to  make 
grading  and  trimming  of  beef  carcasses  more  accurate,  efficient, 
and  uniform. 


Defense  Food 
Examined 


Grading  Service 
Active 


Grades  Under  Study 


FSQS  took  two  steps  to  implement  the  governmentwide  quality 
assurance  program.  The  agency  began  examining  meat 
products  bought  by  the  Department  of  Defense  to  determine 
compliance  with  contract  terms,  and  it  established  the  food 
quality  assurance  division  to  develop  specifications  for  all 
Federal  food  purchases.  Under  the  program.  FSQS  coordi- 
nates specifications  and  performs  acceptance  and  certification 
work  for  all  Federal  food  purchases,  ending  duplication  of 
effort  and  increasing  eflftciency  in  Federal  food  procurement. 

Under  FSQS'  voluntary  grading  programs,  about  75  percent  of 
federally  inspected  broilers  and  95  percent  of  federally 
inspected  turkeys  were  officially  graded  for  quality.  Grading  for 
other  products  amounted  to  35  percent  of  the  shell  eggs,  72 
percent  of  the  butter;  80  percent  of  dry  milk;  42  percent  of  fresh 
fruits  and  vegetables;  35  percent  of  canned  and  65  percent  of 
frozen  fruits  and  vegetables;  and  57  percent  of  the  beef. 

Official  quality  grade  standards  were  estabUshed  for  the  first 
time  for  potatoes  in  potato  chips.  A  standard  of  composition 
for  turkey  ham  was  proposed,  to  end  confusion  in  the  use  of 
that  term.  Revised  quality  grade  standards  were  issued  for 
tomato  puree,  clingstone  peaches,  tomato  juice,  raisins,  maple 
sirup,  and  watermelons,  and  were  proposed  for  freestone 
peaches,  grapefruit  juice,  fruit  jelly,  fruit  preserves,  frozen  green 
and  wax  beans,  broccoli,  shelled  peanuts,  Florida  grapefruit, 
tangerines,  and  oranges.  Grades  of  shell  eggs  at  retail  stores  are 
being  studied  to  determine  if  changes  are  needed. 
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Program  Aids 
Millions 


The  diets  of  some  6  million  low-income  Americans  have  been 
improved  because  of  the  USDA's  expanded  food  and  nutrition 
education  program  (EFNEP).  Nearly  a  fourth  of  the  families  in 
the  program  reached  adequate  diets  within  24  months.  The  rest 
achieved  what  is  termed  a  minimum  adequate  diet — only  one 
serving  each  day  of  the  four  food  groups.  The  program  is  10 
years  old. 


Paraprofessionals 
Are  Vital 


Food  Books  Popular 


A  key  feature  of  the  nutrition  education  program  is  choosing 
and  training  paraprofessional  nutrition  aides.  The  aides  are 
selected  from  the  low-income  ethnic  groups  in  the  program. 
They  are  trained  by  county  home  economists  and  nutritionists 
to  work  with  the  program  families  on  a  one-to-one  basis  or  with 
small  groups.  The  aides  go  into  the  homes  to  reach  homemakers 
directly  with  information  on  food  selection,  nutritious  meal 
preparation,  food  storage,  safety,  and  sanitation. 

EFNEP  employed  5,673  program  aides  in  1978.  They  were 
trained  and  supervised  by  home  economists  to  reach  approxi- 
mately 449,000  urban  and  rural  families  enrolled  in  the 
program  last  year.  Seventy-three  percent  of  these  families  had 
annual  incomes  of  less  than  $5,000,  61  percent  were  minority 
families,  and  about  50  percent  were  food  stamp  recipients. 

Of  the  top  30  free  publications  the  Federal  Consumer 
Information  Center  in  Colorado  has  distributed,  12  were  from 
USDA  and  7  of  those  had  to  do  with  food  and  nutrition. 
Among  the  most  popular  were  two  aimed  at  children.  Two 
others  were  major  sections  from  the  1977  Yearbook  of 
Agriculture,  "Gardening  for  Food  and  Fun."  These  sections 
dealt  with  vegetable  gardening  and  growing  fruits  and  nuts. 

Of  the  items  offered  for  sale  by  the  center,  USDA  accounted  for 
12  of  the  top  30,  and  6  of  these  dealt  with  food,  nutrition,  and 
budgeting. 


Education  Materials 
Distributed 


Consumer  education  materials  on  food  safety  and  quality  were 
exhibited  at  six  national  meetings  of  home  economics, 
dietitians,  educators,  and  consumer  organizations,  and  at 
regional  and  state  educator's  meetings  and  universities  in  the 
Southeast  and  Southwest. 
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FOOD  AND  NUTRITION 


A  taste  test  was  held  to  show  members  of  the  news  media  some 
of  the  traditional  foods  FSQS  buys  for  distribution  to  school 
lunch  programs,  as  well  as  some  newer  foods  under  considera- 
tion. The  latter  included  canned  vegetables  without  added  salt 
and  canned  fruits  without  added  sugar. 


Hispanic  Office  Filled 


In  the  summer,  the  Office  of  Governmental  and  Public  Affairs 
hired  a  Hispanic  information  officer  to  keep  the  Hispanic 
community  better  informed  about  the  availability  of  USDA's 
food,  nutrition,  and  other  programs. 


TV  Brings  Food  Food  and  nutrition  education  accounted  for  50  percent  of 

Information  SEA's  home  economics  effort  through  its  Extension  program. 

This  included  dissemination  of  nutrition  information  through 
TV  and  radio  programs,  newletters,  and  newspaper  columns 
and  features.  Food  preservation  TV  spots  by  a  Yakima, 
Wash.,  Exetension  home  economist  reached  16,000  house- 
holds. 

Research 


Nutrition  Center 
Opens 


Consumer  Beef 
Attitudes  Measured 


The  National  Children's  Nutrition  Center,  the  Nation's  first 
Federal  research  laboratory  devoted  exclusively  to  the  study  of 
children's  nutritional  needs,  opened  late  in  1978  at  the  Baylor 
College  of  Medicine  and  Texas  Children's  Hospital  in  Houston. 
The  laboratory  is  a  facility  of  the  Department's  Science  and 
Education  Administration  (SEA). 

Experts  in  the  Department's  Economics,  Statistics,  and 
Cooperatives  Service  report  that  the  effect  on  consumers,  if 
any,  of  the  1976  changes  in  the  standards  for  grading  beef 
appear  to  be  very  slight.  Consumers  serve  beef  about  every 
other  day,  with  ground  beef  being  slightly  more  popular  than 
roasts  and  steaks  combined.  Overall  satisfaction  with  the  eating 
qualities  of  beef  is  good,  but  consumers  are  least  satisfied  with 
the  amount  of  fat  they  find.  Food  shoppers  purchase  more  than 
half  of  their  ground  beef  in  a  lean  form,  such  as  ground  chuck, 
ground  round,  or  extra  lean;  most  of  them  trim  fat  from  their 
steaks  and  roasts  before  eating.  Consumers  most  frequently 
choose  USDA  Choice  over  Prime  and  Good  grades.  However, 
slightly  over  one-third  select  the  USDA  Good  steak  as  their  first 
choice. 
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Home  Fruit, 
Vegetable  Gardens 
Increase 


There  was  little  change  in  the  rate  of  home  gardening  during 
1976-78,  according  to  a  national  probability  sample  of 
households.  However,  the  percentage  of  households  with  fruit 
or  vegetable  gardens  increased  from  43  percent  to  an  estimated 
49  percent.  In  1977,  34  million  households  had  fruit  or 
vegetable  gardens. 


The  average  household  that  had  a  garden  and  that  froze  some  of 
its  home-grown  produce  froze  an  average  of  81  pounds. 
Households  that  canned  produce  from  their  gardens  put  up  an 
average  of  132  pounds.  Per  capita  consumption  of  processed 
fruits  and  vegetables  from  home  gardens  was  about  1 1  percent 
of  all  processed  fruits  and  vegetables  consumed  in  1977, 
indicating  that  home  production  of  fruits  and  vegetables  does 
have  an  impact  on  the  market  system. 


Elements  Of  Diets 
Tested 


USDA  scientists  found  that  a  diet  low  in  copper  may  increase 
the  risk  of  coronary  heart  disease — the  leading  cause  of  death  in 
the  United  States.  Laboratory  rats  on  a  lower  copper  and 
cholesterol-free  diet  had  higher  concentrations  of  cholesterol  in 
blood  plasma  than  did  rats  on  a  copper-supplemented  diet. 


Several  tests  registered  other  important  nutrition  findings.  One 
raised  doubts  about  high-fiber  diets.  Twelve  male  volunteers  on 
a  high-fiber  diet  lost  more  calcium,  magnesium,  and  silicon 
than  they  took  in.  On  the  other  hand,  another  showed  a  high- 
fiber  diet  lowering  blood  cholesterol  levels  of  15  male 
volunteers  by  12  to  17  percent. 

Baby  Formulas  Scientists  at  the  University  of  Illinois  found  that  although 

Examined  babies  do  not  benefit  from  iron-fortified  formulas  during  their 

first  4  months  of  life,  they  are  less  likely  to  develop  iron 
deficiencies  if  they  are  put  on  such  a  formula  during  the  rest  of 
their  first  year.  The  finding  could  help  prevent  iron  deficiency  in 
the  80  percent  of  infants  in  the  United  States  fed  formula 
exclusively  during  their  first  year  of  life. 

Iron  Availability  Scientists  at  the  Connecticut  Agricultural  Experiment  Station 

Increased  increased  the  iron  available  from  foods  through  heat  and 

pressure  processing  techniques.  This  could  help  alleviate  iron 

deficiency  anemia,  a  major  nutritional  problem  not  only  in  the 

United  States,  but  in  the  world. 
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RURAL  DEVELOPMENT 


An  Overview 


Rural  Areas  Still  Lag 
Behind  Cities 


Despite  the  reawakening  of  rural  America  in  the  1970's, 
nonmetropolitan  areas  continue  to  lag  behind  metropolitan 
areas  in  terms  of  wage  levels,  family  income,  employment 
opportunities,  adequacy  of  housing,  and  access  to  health  care 
and  other  essential  services  and  facilities. 


Nearly  60  million  persons — 27  percent  of  the  total  U.S. 
population — live  in  rural  America.  At  8  percent,  the  rate  of 
population  growth  of  these  areas  has  exceeded  that  of 
metropolitan  areas  since  1970.  Furthermore,  migration  has 
begun  to  flow  back  to  the  nonmetropolitan  areas. 

Still,  there  are  about  600  rural  counties  that  continue  to 
experience  net  outmigration  and  population  decline.  Usually, 
these  are  counties  characterized  by  large  minority  populations 
and  an  economy  that  is  usually  agricultural  or  generally 
underdeveloped. 


Why  People  Are 
Returning  To  Rural 
Areas 


But  why  the  turnaround?  These  are  some  of  the  factors : 

•  There  has  been  a  decentralization  of  employment  opportuni- 
ties from  metro  to  rural  areas. 


•  A  large  segment  of  the  Nation's  population  tends  to  prefer 
rural  to  urban  living. 

•  Thanks  to  the  automobile,  all-weather  roads,  rural  electrifi- 
cation, extension  of  water  and  sewer  facilities,  rural  telephone 
service,  and  broadband  communications,  a  contemporary 
lifestyle  is  definitely  possible  in  rural  areas. 

Yet,  a  disproportionate  share  of  the  poor  is  still  concentrated  in 
rural  areas.  There  remain  disparities  in  metro-nonmetro 
educational  attainments,  housing  quality,  and  access  to 
essential  services. 

About  7  percent  of  rural  houses  still  lack  at  least  some 
plumbing,  compared  with  2  percent  in  that  condition  in  the 
cities. 
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State,  Local 
Governments  Have 
Big  Roles 


State  and  local  governments  are  crucial  to  the  success  of  any 
nationwide  rural  development  effort. 

First,  we  need  clearly  identified  rural  development  priorities  set 
by  local  and  State  governments  so  that  USDA  and  other 
Federal  agencies  can  respond  adequately. 


Second,  we  need  a  stronger  and  more  effective  State  and  local 
government  role  in  rural  development. 

Third,  we  need  the  systematic  involvement  of  public  interest 
groups  and  the  private  sector  in  the  formulation  and 
implementation  of  rural  policies  and  strategies  at  all  levels. 

We  have  written  each  of  the  state  Governors  with  our  offers  of 
support  and  willingness  to  help. 

The  people,  who  have  "voted  with  their  feet,"  in  a  manner  of 
speaking,  have  shown  the  Nation  the  way  back  to  rural 
America.  We  must  do  all  that  we  can  to  help  them. 

Financing 


FmHA  Helps 
Communities 


Community  facilities  are  often  strained  by  growth.  When 
necessary,  it  is  the  function  of  the  Farmers  Home  Administra- 
tion to  help  them.  In  1978,  FmHA  again  increased  its 
investment  in  local  communities.  Including  all  forms  of 
assistance,  FmHA  increased  its  annual  investment  in  rural  and 
smalltown  areas  to  near  the  $12  billion  mark  in  1978,  up  from 
$8.2  billion  in  1977. 


Agencies  Join  Forces 
To  Help 


Often  several  Federal  programs  are  involved  in  providing  water 
and  sewer  assistance  to  a  rural  community.  In  the  past  each 
agency  followed  its  own  standards  and  patterns.  Now,  as  the 
result  of  a  White  House  working  group,  there  will  be  one  set  of 
standards,  one  approval  of  plans,  one  set  of  project  criteria,  one 
compliance  procedure,  and  one  data  base  for  rural  projects. 
Cooperating  are  Farmers  Home  Administration  for  the 
Department,  Environmental  Protection  Agency  (EPA),  Eco- 
nomic Development  Administration  (EDA),  .and  the  Depart- 
ment of  Housing  and  Urban  Development  (HUD). 
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RURAL  DEVELOPMENT 


Agreement  Focuses 
On  Health  Care 


Helps  When  Others 
Cannot 


Under  a  joint  agreement  reached  in  1978  between  USDA  and 
the  Department  of  Health  Education  and  Welfare,  FmH  A  will 
finance  loans  for  construction  or  renovation  of  about  300 
community  health  care  centers  in  rural  areas.  HEW,  in  turn, 
will  provide  grant  funds  to  the  centers  for  medical  manpower, 
operating  expenses,  and  loan  repayment. 

FmHA  uses  loans,  grants  and  technical  assistance  to  help  farm 

families,  other  rural  people,  and  local  communities  and 
institutions  finance  essential  needs  that  cannot  be  met  by 
conventional  lenders. 


Loans  and  grants  fall  into  four  general  categories :  farm,  rural 
housing,  community  services,  and  business  and  industry. 
About  93  percent  of  FmHA's  funds  are  loans  which  are  repaid 
with  interest. 

The  1978  investment  made  by  the  agency  in  these  four  areas, 
compared  to  1977,  follows: 

1977  1978^ 

Number     SMil      Number     $Mil. 

Farm  loans  112,569     S3, 151      155,326    S  4,979 

Rural  housing  loans 

and  grants  129,897       3,360      142,788        4,380 

Community  services 

loans  and  grants  4,241        1,304         3,952        1,377 

Business  and  industry 

loans  and  grants  767  387         1,612        1,177 

TOTAL  247,474     $8,202     303,678    $11,913 

Communities  Helped       Community-related  loans  and  grants  involved  projects  ranging 
from  libraries  to  water  systems. 

Agency-guaranteed  business  and  industry  loans  (made  by 
private  lenders)  either  saved  or  created  308,671  jobs. 

As  of  June  30,  1978,  FmHA  had  1,148,062  outstanding  loans 
totaling  $27.4  billion. 


Fourth  quarter  XT'i  data  estimated. 
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Over  the  years,  the  agency  has  financed  close  to  10,000  rural 
water  and  sewer  systems. 

Housing 

Demand  High  Higher   home    mortgage    interest   rates   and   a   shortage   of 

commercial  credit  for  home  loans  have  caused  an  unprecedent- 
ed demand  for  rural  housing  loans  from  the  Farmers  Home 
Administration  (FmHA). 

FmHA  financed  roughly  one  house  out  of  every  five  built  in 
non-metropoHtan  areas  (excluding  mobile  homes)  in  1978. 

During  1978  the  agency  made  loans  to  132,331  low  and 
moderate  income  rural  families  to  build,  buy,  or  repair  their 
homes.  In  addition,  loans  were  made  to  finance  1,950  rural 
apartment  projects,  which  provided  improved  housing  for 
roughly  38,600  elderly  and  low-to  moderate-income  families. 
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Allocations  Used  Up 


By  December  8,  1978,  most  States  had  already  used  up  their 
home  loan  allocations  for  the  October  1  to  January  1  quarter. 
Some  had  enough  applications  on  hand  to  use  up  the  funds 
allocated  for  another  9  months  beyond  that.  These  allocations 
are  for  the  traditional  Section  502  housing  loans — for 
applicants  who  are  unable  to  obtain  a  loan  from  a  private  credit 
source  and  who  have  adjusted  incomes  of  $15,600  or  less  but 
who  have  enough  income  to  repay  the  FmHA  loan. 


New  Programs  New  for  FmHA  is  the  guaranteed  rural  housing  program  for 

applicants  with  adjusted  incomes  of  between  $15,600  and 
$20,000.  These  loans  will  be  made  by  private  lenders  with 
FmHA  guaranteeing  90  percent  of  the  amount  loaned. 

Another  new  authority  provided  by  law,  but  not  yet  underway, 
is  an  extension  of  the  Section  502  loan  program  designed  to 
help  the  very  low-income  family  with  subsidy  payments.  Other 
FmHA  housing  programs  help  low-income  people  repair  their 
homes,  help  in  the  construction  of  rental  units,  aid  families  who 
work  together  to  build  their  own  homes,  help  communities 
develop  subdivisions,  and  help  communities  provide  housing 
for  domestic  farmworkers. 

Electrification,  Telephones 


REA  Loan  Programs 
Reach  $6.7  Billion 


During  1978,  $6.7  biUion  was  made  available  to  rural  electric 
and  telephone  systems  through  loan  programs  administered  by 
the  Rural  Electrification  Administration  (REA).  This  consisted 
of  $925  milUon  in  REA  electric  loans,  $319  million  in  REA 
telephone  loans,  $145  million  in  loans  from  the  Rural 
Telephone  Bank,  and  $5  biUion  in  loans  from  other  sources 
under  REA  guarantees  to  finance  the  generation  and  transmis- 
sion of  electricity. 


REA  Proposes 
Conservation  Policv 


In  September,  REA  pubhshed  proposed  changes  in  its  loan- 
making  policies  in  the  Federal  Register  to  require  all  electric 
borrowers  to  establish  meaningful  energy  conservation 
programs.  One  of  the  proposed  changes  would  require  that 
borrowers  adopt  an  energy  conservation  poHcy  and  implement 
it  with  adequate  staff  and  funding. 
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REA  and  RTB  On  September  26,  REA  made  a  60.5-millionHdollar  loan  to  the 

Announce  Large  Puerto   Rico   Communications   Authority.    It  is  the  largest 

Telephone  Loans  telephone  loan  in  REA  history.  It  will  bring  first-time  service  to 

43,000  rural  people  over  one-party  lines  and  will  improve 
service  for  22,000  others.  On  the  same  day,  the  Rural  Tele- 
phone Bank  (RTB)  approved  a  45.3-million-dollar  loan  to  the 
Commonwealth  Telephone  Company  of  Dallas,  Pa.  This  is 
the  largest  bank  loan  to  date.  These  loans  will  have  a  major 
impact  on  the  quality  of  life  and  economic  strength  of  the 
communities  served. 


Role  of  Minority 
Groups  Increasing 


The  role  of  minority  groups  in  REA-financed  systems 
continued  to  expand  during  1978.  Prior  to  1969,  only  one  black 
person  was  serving  on  a  board  of  directors  of  an  REA-financed 
system.  During  1978,  about  300  minority  group  members 
served  on  boards  of  directors,  and  124  of  these  directors  were 
black.  Similar  strides  are  being  made  in  employment, 
cooperative  education,  attendance  at  State  and  regional 
meetings,  and  overall  involvement  in  co-op  activities. 


First  Loan  For 
Broadband 
Telephone  Service 


New  Jobs  In  Rural 
America 


In  August,  the  Footville  Telephone  Company  of  Footville, 
Wise,  received  the  first  REA  loan  for  facilities  to  provide 
broadband  telephone  services.  Upon  completion  of  the  project, 
the  company  will  be  able  to  provide  a  wide  variety  of 
communications  service.  About  670  of  Footville's  800  tele- 
phone subscribers  will  also  be  receiving  about  eight  channels  of 
commercial  television.  The  portion  of  the  facilities  used  for 
television  service  will  be  financed  through  local  sources. 

Electric  and  telephone  systems  financed  by  REA  reported  in 
1978  that  they  helped  create  almost  46,000  new  jobs  in  rural 
areas  in  1977  through  1,300  projects  involving  commercial, 
industrial,  and  community  facilities.  These  projects  included 
the  construction  of  hospitals,  water  and  sewer  systems,  fire 
stations,  health  and  recreation  facilities,  housing  developments, 
and  other  community  services.  This  brings  to  608,700  the 
number  of  jobs  created  through  community  development 
projects  since  1969. 


Environmental  In   June,    REA   established   an   environmental   and   energy 

Concerns  requirements   division   to   emphasize  that  adequate  energy 

Emphasized  supplies  will  continue  to  be  made  available  with  minimum 

adverse  effect  upon  the  environment. 
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RURAL  DEVELOPMENT 


To  Build  Fiber  Optic 
Telephone  System 


Alternate  Energy 

Resources 

Encouraged 


Isolated  Community 
Gets  Telephones 


In  June,  REA  executed  an  agreement  with  the  Commonwealth 
Telephone  Company  of  Dallas,  Pa.,  to  construct  the  first 
optical  fiber  communications  system  in  the  United  States. 
Information  gained  from  this  project  will  benefit  all  rural 
telephone  service.  It  will  also  provide  REA  borrowers  with  a 
thorough  knowledge  of  techniques  for  optical  fiber  placement 
and  splicing,  along  with  the  effects  of  the  environment  on  an 
optical  fiber  system.  An  optical  fiber  system  substitutes  glass  for 
copper  in  telephone  transmission  wires. 

During  1978,  REA  moved  to  enlarge  its  borrowers'  conserva- 
tion efforts  by  revising  its  model  act  bylaws  so  that  borrowers 
will  be  in  a  position  to  encourage  the  use  of  standby  generation 
of  electricity  by  individual  consumers.  This  will  help  rural 
people  benefit  from  supplemental  energy  sources — such  as 
from  windmills,  the  sun  and  others— as  they  become  feasible. 

Residents  of  Tate  City,  Ga. ,  will  no  longer  have  to  drive  2 1  miles 
to  the  nearest  public  telephone  to  make  a  call,  thanks  to  an 
REA-financed  telephone  system.  The  Standard  Telephone 
Company  of  Cornelia,  Ga.,  will  bring  first-time  telephone  serv- 
ice to  the  undeveloped,  isolated  community  which  is  sur- 
rounded by  the  Chattahoochee  National  Forest. 


Land  Use 


Committee  Sponsors 
Meetings 


The  USDA  land  use  committee  joined  with  others  in  the 
Department  to  sponsor  a  series  of  five  multi  State  regional 
workshops  on  land  use,  rural  development,  and  energy 
conservation  in  1978.  The  workshops  were  a  followup  to  four 
statewide  workshops  held  in  1977.  More  than  600  State-level 
agency  heads  and  their  top  staff  members  addressed  the  issue  of 
USDA  land  use  policy. 


Feedback  from  the  workshops  and  the  contents  of  reports  from 
13  other  State  land  use  meetings  were  integrated  into  the  USDA 
land  use  policy  memorandum  (Secretary's  Memorandum  1827, 
Revised),  issued  October  30. 


Procedures 
Formulated 


During  the  year  members  of  the  committee,  its  staff  group,  and 
representatives  of  the  Oflfice  of  Environmental  Quality 
Activities  negotiated  with  representatives  of  the  Water 
Resources  Council  and  the  Council  on  Environmental  QuaUty 
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to  formulate  procedures  for  complying  with  Executive  Orders 
1 1988  and  1 1990  on  flood  plains  management  and  protection  of 
wetlands.  Supplement  No.  1  to  the  Secretary's  Memorandum 
No.  1827,  Revised,  was  drafted  following  these  negotiations  as 
the  instrument  to  effect  compliance. 

Crisis  Coordination 

Directs  Crisis  The  Office  of  Intergovernmental  Affairs  directs  the  Depart- 

Preparedness  ment's  crisis  preparedness  and  maintains  its  readiness  through 

training  and  exercise  activities. 

Guide  Published  The  office  issued  "Natural  Disaster  Assistance  Available  from 

the  U.S.  Department  of  Agriculture"  for  use  by  State  and  local 
government  officials. 

The  deputy  director  also  helped  expedite  the  designation  of 
disaster  counties,  bringing  faster  service  to  victims  of  natural 
disasters  by  decreasing  paperwork. 

Research 

Farm  Population  The   U.S.   farm   population,   according  to  reports  in   1978, 

Declines  continued    a    long-term    decline    in    1977.    The    population 

decreased  to  7,806,000  persons,  a  loss  of  447,000  from  1976. 
White  farm  residents  accounted  for  about  80  percent  of  the 
decline;  and  blacks,  Indians,  and  other  ethnic  groups  for  20 
percent.  Partial  data  indicate  that  the  rate  of  loss  for  1978  will 
be  much  smaller  than  the  sizable  declines  experienced  from 
1974  to  1977. 

The  number  of  farm  residents  in  1977  employed  primarily  in 
nonagricultural  industries  was,  for  the  first  time,  essentially 
equal  to  the  number  working  in  agriculture.  This  reflects  the 
increasing  number  of  farm  families  who  rely  on  both  farm  and 
nonfarm  income;  the  great  majority  of  employed  farm  women 
work  off  the  farm  rather  than  on  it. 

Population  Shift  New  data  show  that  one-eighth  of  the  1975  population  in 

Examined  nonmetro  areas  had  moved  there  within  the  previous  5  years. 

These  new  residents  are  young  (median  age,  27.5  years),  are  well 

educated  (median  school  years  completed,  1 2.6),  are  as  likely  to 

be  white  (49  percent)  as  black,  and  earn  a  somewhat  higher 
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income  than  other  nonmetro  residents.  The  figures  are  reported 
by  the  Economics,  Statistics,  and  Cooperatives  Service 
(ESCS).  The  new  residents  are  employed  mainly  in  profession- 
al, managerial,  and  technical  positions. 

About  400,000  more  people  moved  into  nonmetro  counties 
than  moved  out  of  them  during  the  year.  Thus,  the  total 
nonmetro  population  is  growing  despite  declines  in  the  farm 
sector.  That  pattern  reversed  the  trend  of  the  1960's  and  is 
widespread. 

Two-thirds  of  the  nonmetro  counties  that  declined  in 
population  in  the  1 960's  have  experienced  population  growth  in 
the  1970's.  Most  nonmetro  counties  still  losing  population  are 
doing  so  at  a  much  slower  pace  than  earlier.  Areas  experiencing 
continuous  loss  are  located  largely  in  the  Great  Plains  and 
western  Corn  Belt  where  farming  still  dominates  the  economy. 
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Manufacturing  Employment    in    manufacturing   increased    11.3    percent    in 

Employment  Shifts  nonmetro  areas,  ESCS  reported.  The  shift  of  manufacturing 
firms  or  industries  to  nonmetro  areas  can  be  attributed  both  to  a 
favorable  mix  of  rapid-growth  industries  and  to  favorable 
competitive  conditions  which  permitted  nonmetro  areas  to 
increase  their  share  of  employment  in  17  of  21  manufacturing 
industries. 

Cities  with  a  population  of  more  than  300,000  are  losing  large 
shares  of  both  slow-  and  fast-growth  industries  to  nonmetro- 
politan  areas.  The  nonmetropolitan  areas  appear  to  be  taking 
on  some  of  the  traditional  functions  of  large  metropolitan  areas 
by  beginning  to  specialize  in  fast-growth  industries  and  income- 
elastic  products. 
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Department 
Reorganized  In  Many 

Ways 


An  Overview 

We  reorganized  in  several  ways  during  1978  to  create  a  more 
responsive  and  effective  "People's  Departrnent." 

On  January  1,  the  Economics,  Statistics,  and  Cooperatives 
Service  was  established,  combining  the  former  Economic 
Research  Service,  the  Statistical  Reporting  Service,  the  Farmer 
Cooperative  Service,  and  the  Economic  Management  Support 
Center. 

Also  on  the  first  day  of  the  year,  the  Packers  and  Stockyards 
Administration  was  merged  into  the  Agricultural  Marketing 
Service. 

Three  weeks  later — January  24 — the  Science  and  Education 
Administration  (SEA)  was  established.  It  is  made  up  of  the 
former  Agricultural  Research  Service,  the  Cooperative  State 
Research  Service,  the  Extension  Service,  and  the  National 
Agricultural  Library.  SEA  puts  research  and  education — 
discovery  and  dissemination — in  the  same  agency. 

On  February  1 2,  the  Office  of  Congressional  and  Public  Affairs, 
the  Office  of  Intergovernmental  Affairs,  and  the  Office  of 
Communication  were  merged  to  form  the  new  Office  of 
Governmental  and  Public  Affairs. 

In  April,  the  Rural  Development  Service  became  a  part  of  the 
Farmers  Home  Administration. 


Offices  Combined, 
Coordinated 


On  April  23,  the  Office  of  Finance,  the  Office  of  Automated 
Data  Systems,  and  the  Office  of  Operations,  along  with  the 
National  Finance  Center,  were  merged  into  one  Office  of 
Operations  and  Finance. 

Staff  offices  at  the  Department  level  were  combined,  a  new  post 
of  Under  Secretary  for  International  Affairs  was  created  by 
Congress,  county  and  State-level  office  work  was  streamlined, 
several  Department-level  functions  were  coordinated,  and 
countless  other  steps  were  taken  in  an  effort  to  increase 
efficiency. 
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The  Department  has  also  taken  steps  to  implement  the 
President's  directive  to  improve  the  decisionmaking  process, 
and  has  set  up  procedures  for  greater  public  participation. 

At  the  same  time,  the  Office  of  Inspector  General  proved  active 
and  valuable  in  watching  over  the  operation  of  programs. 
Millions  of  taxpayers'  dollars  were  involved  in  its  investiga- 
tions. 

Organization 

Reorganization  Xhe  number  of  USDA  agencies  and  staff  offices  were  reduced 

Reduces  Number  by  14  in  1978.  New  offices  established  include:  The  Office  of 

Energy,  the  Office  of  Safety  and  Health  Management,  the 

Office   of  Transportation,  and  the  Office  of  International 

Cooperation  and  Development. 


New  Office 
Coordinates  Safety, 
Health 


The  newly  created  Office  of  Safety  and  Health  Management 
(OSHM),  is  responsible  for  coordinating  safety  and  health 
activities  throughout  USDA  to  ensure  that  safety  and  health 
considerations  are  included  in  all  USDA  activities,  operations, 
and  decisions. 


FCIC  Now  Serves 
Faster 


Jurisdiction  Enlarged 


The  Federal  Crop  Insurance  Corporation  has  completed  one  of 
the  most  extensive  reorganizations  in  its  40-year  history.  Much 
of  the  decisionmaking  authority  has  been  delegated  to  field 
officers,  resulting  in  greater  responsiveness  to  the  insured 
farmer.  Average  servicing  time  has  been  reduced  from  2  to  3 
weeks  to  5  days. 

The  Contract  Disputes  Act  of  1978  (P.L.  95-563)  enlarges  the 
jurisdiction  of  the  Board  of  Contract  Appeals  and  establishes 
new  small  claims  procedures.  The  Act  provides  new  time  limits 
for  appeals  to  boards  and  the  Court  of  Claims. 


Management 


Productivity 
Improves 


The  results  of  the  first  10  years'  analysis  of  USDA's  measured 
activities  show  an  annual  rate  of  increase  in  productivity  of  1.9 
percent.  This  compares  to  a  rate  of  1.3  percent  for  the  Federal 
government  as  a  whole  and  1.1  percent  for  the  "service"  segment 
of  private  industry.  About  half  the  USDA  work  force  is 
included  in  the  study. 
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Budgeting  Process 
Improved 


Cash  Management 
Cuts  Interest  Costs 


The  Secretary  led  his  entire  policy  staff  this  year  in  over  100 
hours  of  review  and  evaluation  of  the  Department's  programs 
for  fiscal  year  1980.  Improvements  in  this  year's  zero  base 
budgeting  process  include: 

— More  comprehensive  analysis  of  fund  and  manpower 
requirements  for  programs. 

— A  special  review  of  management  initiatives  which  would 
reduce  manpower  or  funds  for  programs  for  the  1980  budget. 

— A  departmentwide  review  of  activities  by  major  program 
areas  involving  review  across  organizational  lines. 

As  a  result  of  identified  effective  cash  management  practices 
within  selected  USDA  agencies,  interest  costs  to  the  Govern- 
ment were  $16.9  million  lower  in  fiscal  year  1978  than  they 
would  have  been  without  such  action. 


Electronic  Fund 
Transfer  Established 


More  Areas  Included 
In  Central 
Accounting 


A  pilot  electronic  fund  transfer  system  was  established  to 
forward  Federal  grant  funds  from  the  U.S.  Treasury  directly  to 
Food  and  Nutrition  Service  recipient  agencies  for  child  nutri- 
tion programs  in  California. 

A  central  accounting  system  for  USDA  has  been  developed  at 
the  National  Finance  Center.  Previously,  meaningful  and 
consistent  accounting  data  were  not  available  at  the  Depart- 
mental level.  A  major  step  forward  was  taken  in  1 978  when  four 
additional  regions  of  the  Forest  Service  and  the  Food  Safety 
and  Quality  Service  were  added  to  the  system.  The  rest  of 
USDA  agencies  should  be  included  by  fiscal  year  1982. 


Property  System 
Implemented 


Strategies 


A  personal  property  system — the  first  subsystem  of  USDA's 
centralized  property  management  information  system — was 
irfiplemented  for  the  Departmental  offices  and  smaller  USDA 
agencies  during  1978. 

Strategies  were  developed  for  including  the  rest  of  the  USDA 
agencies.  The  personal  property  system  will  provide  a 
comprehensive  system  of  inventory  management  by  calculating 
and  accruing  depreciation;  reporting  excess  property;  and 
accounting  for  capitalized,  leased,  and  sensitive  property. 
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In  1978,  original  and  duplicate  Computer  Output  Microfilm 
(COM)  replaced  27.8  million  printout  pages  per  month  at  the 
National  Finance  Center.  The  move  to  microfilm  and 
microfiche  has  thus  resulted  in  a  savings  of  about  $  1 .2  million  a 
year.  This  savings  will  continue  to  grow,  so  that  by  1984,  the 
annual  savings  will  reach  $3.7  million. 

Issues  Resolved  The  Office  of  Governmental  and  Public  Affairs  held  meetings 

with  heads  of  several  State  departments  of  agriculture  to 
resolve  issues  and  to  insure  coordination  and  cooperation 
between  the  Department  and  the  States  and  among  the  States. 

Personnel 

Special  Personnel  USDA  employed  10,000  employees  in  1978  in  positions  ranging 

Employed  from  science  aides  and  clerical  workers  to  simple  laborers  as 

part  of  the  summer  aid  and  summer  intern  programs.  Latest 
employment  figures  indicate  that  USDA  employs  6,474  persons 
with  reportable  handicaps.  From  January  through  June  1978, 
USDA  hired  1,693  Vietnam  veterans,  of  whom  147  were  dis- 
abled. 


Cooperative  Program 
Active 


Government 
Personnel  Exchanged 


USDA  has  700  students  employed  under  the  Cooperative 
Education  Program  for  college  students.  The  program  provides 
for  study-related  employment  while  pursuing  a  degree.  Upon 
completion  of  degree  and  work  requirements,  students  may  be 
converted  to  career-conditional  appointments  noncompetitive- 
ly.  In  1978,  the  program  was  extended  to  graduate  students  and 
students  of  2-year  colleges. 

In  1978,  USDA  entered  into  180  intergovernmental  personnel 
agreements  (IPA)  with  Indian  tribes,  State  and  local  govern- 
ments, and  institutions  of  higher  learning.  Approximately  160 
of  these  persons  were  assigned  to  USDA  for  special  projects 
having  a  duration  of  from  1  month  to  2  years. 

Participation  in  interagency  managerial  training  totaled  1,053 
during  1978. 


Reform  Act 
Implemented 


USDA  personnel  worked  closely  with  the  Civil  Service 
Commission  in  the  development  of  the  Crvil  Service  Reform 
Act  and  in  the  information  efforts  relating  to  it.  All  managers 
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were  given  detailed  briefings  on  provisions  of  the  law  during  its 
formative  period  and  following  its  enactment.  Employees  were 
fully  informed  on  provisions  of  the  act.  Implementation  efforts 
are  moving  forward  on  schedule. 

Suggestions  Save  During  the  year,  benefits  of  $5.3  million  were  realized  through 

Dollars  the  suggestions  and  special  achievements  of  USDA  employees. 

Civil  Rights 


Functions  Combined 


The  equal  opportunity  program  and  employment  functions, 
previously  separated  in  two  USDA  staff  offices,  were  consoli- 
dated in  the  Office  of  Equal  Opportunity. 


Affirmative  Action 
Plan  Developed 


An  affirmative  action  plan  developed  for  fiscal  year  1979 
establishes  an  overall  growth  goal  for  minority  employment  of 
13.4  percent  of  total  employment.  This  is  up  from  11. 4  percent 
for  1978. 


An  intergovernmental  position  for  university  affairs  was 
established  to  emphasize  USDA  hiring  of  minorities  and 
women  for  professional,  administrative,  and  technical 
positions. 
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More  Contracts 
Awarded  To 
Minority  Firms 


Improved  Controls 
Monitor  Priority 
Problem  Areas 


Minority  business  assistance  contracts  totaled  $19.6  million,  a 
substantial  increase  over  the  $12.7  million  awarded  in  1977. 

USDA  aid  to  historically  black  land-grant  colleges  and 
universities  and  to  Tuskegee  Institute  increased  to  $21.7 
million.  In  1970,  aid  to  these  17  schools  totaled  $884,000. 

An  "Agriculture  and  Your  Community"  workshop  was 
conducted  for  a  cross-section  of  minorities  from  across  the 
country.  Its  purpose  was  to  increase  knowledge  of  USDA 
programs  which  offer  the  greatest  opportunity  for  minority 
business  participation.  A  citizens  advisory  committee  resulting 
from  the  workshop  will  advise  the  Department  on  ways  to 
strengthen  efforts  to  provide  minorities  with  greater  access  to 
USDA  programs. 

A  new  system  has  been  developed  for  reviewing  and  evaluating 
Equal  Employment  Opportunity  program  objectives.  The 
unified  EEO  tracking,  evaluation,  and  action  plan  provides  the 
Department  with  an  effective  program  to  identify  specific 
problems,  develop  solutions,  and  estabUsh  realistic  goals  to 
support  USDA's  EEO  effort. 

Public  Participation 


Involving  The  Public 


Decision  Calendar 
Created 


The  Department  has  taken  some  major  steps  in  the  past  year  to 
improve  the  process  of  decisionmaking.  An  important  part  of 
this  effort  is  to  involve  the  public  through  an  active 
participation  program.  Each  agency  of  the  Department  has 
established  a  public  participation  office.  A  coordinating  staff 
has  been  created  in  the  Office  of  the  Secretary.  Agencies  have 
been  directed  to  actively  and  effectively  solicit  public  comment 
on  all  of  their  programs. 

As  an  aid,  the  Department  has  established  a  decision  calendar 
describing  all  major  actions  and  the  dates  at  which  significant 
stages  will  be  reached.  The  calendar  will  be  published 
periodically  to  inform  the  public  of  opportunities  to  partici- 
pate. 
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New  Law  Expands 
Authorities 


Office  of  Inspector  General 

The  Inspector  General  Act  of  1978  established  an  Office  of 
Inspector  General  in  12  Federal  agencies,  including  USD  A.  A 
year  earlier,  the  Secretary  had  reestabUshed  the  office  in  USDA. 
It  had  been  in  existence  in  the  Department  since  1962,  except 
for  the  years  1974-1976,  when  the  audit  and  investigation 
functions  operated  as  separate  units. 

In  creating  the  office,  the  Secretary  gave  it  the  missions  of 
detecting  and  preventing  fraud  in  USDA  programs,  assuring 
integrity  of  USDA  employees,  ensuring  efficiency,  and  avoiding 
dollar  losses  in  the  administration  of  USDA  programs. 


Office  Active 


Food  Programs  Draw 
Activity 


The  new  law  expands  the  Inspector  General's  authorities.  The 
Inspector  General  will  have  greater  responsibility  for  keeping 
the  Secretary  and  Congress  informed  about  fraud,  abuse, 
deficiencies,  and  other  serious  problems.  The  law  also  requires 
the  Inspector  General  to  report  violations  of  Federal  criminal 
law  to  the  Attorney  General  and  to  review  existing  and 
proposed  legislation  for  its  impact  on  the  efficiency  of  USDA 
programs  and  susceptibility  to  fraud. 

In  1978,  the  Office  of  Inspector  General  conducted  2,563 
investigations  and  1,395  audits.  These  resulted  in  303 
indictments;  239  convictions;  approximately  $1.3  million  in 
fines;  over  $38  million  in  claims;  and  over  $141  million  in 
savings,  recoveries,  and  management  improvement  practices. 

Much  of  the  activity  of  OIG  was  concentrated  in  the  Food 
Stamp,  National  School  lunch  and  Summer  Feeding  Pro- 
grams. The  audit  techniques  of  computer  matching  and 
statistical  sampling  proved  particularly  effective.  For  example, 
through  statistical  sampling,  an  audit  in  one  city  showed 
improper  food  stamp  issuances  amounting  to  $9.4  million  for  a 
3-month  period.  Audits  of  the  National  School  Lunch  Program 
showed  significant  numbers  of  ineligible  applicants  and  excess 
claims  for  free  meals. 


Action  to  correct  the  administrative  deficiencies  that  led  to 
these  losses  and  to  recoup  the  money  improperly  expended  is 
currently  being  taken. 
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Investigations  resulted  in  the  conviction  and  $520,000-fine  of  a 
meat  wholesaler  for  trafficking  in  food  stamps;  the  conviction 
of  a  large  city  food  stamp  program  director  for  embezzlement 
of  food  stamps;  the  conviction  of  27  persons  in  a  single  city  for 
trafficking  in  food  stamps;  four  convictions,  $51,000  in  fines, 
and  claims  of  $  1 2,48 1  in  the  summer  feeding  program ;  and  one 
conviction  and  claim  of  $129,496  in  the  Special  Supplemental 
Food  Program  for  Women,  Infants  and  Children. 


Development 

Programs 

Investigated 


More  investigative  resources  were  devoted  to  surveys  of  the 
rural  rental  housing,  business  and  industrial,  and  guaranteed 
loan  programs  in  1978.  These  efforts  resulted  in  14  indictments, 
12  convictions,  and  $1,026,566  in  recoveries  and  claims. 


An  audit  of  a  statistical  sample  of  100  Farm  Ownership  loans  in 
18  states  showed  that  at  least  $27.3  miUion  in  loans  were,  in  the 
auditor's  opinion,  not  used  in  accordance  with  program 
objectives  or  regulations.  The  actual  impact  is  now  under  study 
by  the  agency. 

Another  audit  of  the  interest  rate  adjustment  policy  of  the 
Operating  Loan  Program  showed  that  borrowers  were 
overcharged  $8.4  million  because  the  interest  rate  charged  did 
not  reflect  the  current  market  rate  as  required  by  current 
legislation.  FmH  A  is  now  considering  whether  it  will  review  the 
interest  rates  on  a  monthly  basis  to  make  rate  changes  when 
necessary. 


Farming,  Marketing 
Probed 


In  addition  to  the  361  audits  of  State,  county,  and  ASC/CCC 
field  activities,  special  audits  were  conducted  on  the  disposition 
of  surplus  peanuts,  and  assistance  for  drought  and  flood 
disasters.  The  audit  of  the  Drought  and  Flood  Conservation 
program  disclosed  that  significant  amounts  of  money  were 
spent  in  areas  where  drought  no  longer  existed,  and  for 
conservation  projects  that  provided  minimal  relief.  An  audit  of 
the  disposition  of  81  million  pounds  of  peanut  oil  showed  that 
due  to  lack  of  controls,  at  least  17.5  million  pounds,  which 
should  have  been  restricted  to  domestic  use,  had  been  exported. 
The  recommendations  of  both  audits  will  be  implemented  by 
ASCS  in  future  years. 
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Computer  Files  OIG  audits  of  contracts  awarded  by  USDA  resulted  in  savings 

Misused  estimated  at  $625,000.  Audits  performed  for  USDA  by  other 

Federal  audit  agencies  resulted  in  savings  estimated  at 
$992,000.  A  joint  audit-investigation  review  of  security  and 
control  exercised  at  a  Departmental  computer  center  disclosed 
unauthorized  access  of  computer  files,  file  systems  being  copied 
by  employees,  and  the  computer  being  used  for  personal 
matters  by  employees.  The  Secretary  has  taken  extensive 
corrective  action.  A  fraud  investigation,  initiated  at  the  request 
of  the  Forest  Service,  led  to  the  conviction  of  several  USDA 
employees. 


^ 


